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Registrar for Public and Corporate Bodies. 
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If you are planning a new bank 
building, you ought to read... 


The Fundamentals of Good 
Bank Building 


By ALFRED HOPKINS 


Specialist in Bank Architecture 


It gives you complete information 
in regard to every phase of bank 
building; aids you in carrying 
out your own pet ideas; and sug- 
gests to you other ideas which 
have proven successful and which 
you might otherwise neglect. 


Written in a fresh and informal 
style, the book has the rare com- 
bination of being both entertain- 
ing and profitable. 


It is profusely illustrated, and 
attractively printed and bound. 


ORDER BLANK 
BANKERS PUBLISHING COMPANY Send for 
185 Madison Avenue, New York 


You may send me postpaid for examination “The Funda- a copy 
mentals of Good Bank Building,” by Alfred Hopkins. 

Within five days after its receipt I will send you $7.50 in 
full payment or return the book. on 


approval 
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URING the last few months there has appeared in 

this magazine a series of articles on “The Evolution 

of Bank Statements,’ by EucenE H. Burris. Mr. 

Burris advocated the publication by banks of bank 

statements which would be more easily understood by 
the public. What the depositor thinks of the present bank state- 
ments is presented in this issue by JamEs C. DOLLEy, associate 
professor of business administration at the University of Texas, 
Austin. 

“In the opinion of the writer,” says Professor Dolley, in his 
article, “The Depositor Speaks His Mind,” which begins on page 
387, “the points suggested by Mr. Burris are well taken and 
would undoubtedly tend to prove helpful, but he respectfully 
submits that these remedies merely scratch the surface of the 
difficulty. The real trouble is not that depositors cannot interpret 
the scanty statements of condition which are now published, but 
rather that the standard balance sheet offered to the public reveals 
little or nothing as to the true position of the bank. If every 
possible item of information could be deduced from such a state- 


ment, still the public would not know whether the bank was going 
to close the next day or not. What is needed is not a more read- 
able arrangement of the present inadequate statement of condition, 
but simply more facts.” 

Professor Dolley presents a suggested form for the periodical 
statement of condition and a form for the profit and loss statement. 


THE PRACTICE by banks of demanding certified audits from com- 
panies which desire loans is growing, but, according to FREDERICK 
H. TuRNBULL, assistant vice-president of the Webster and Atlas 
National Bank of Boston, “we still have a long way to go.” 
In an article, “Calling in the Accountant,” which begins on page 
397, Mr. Turnbull says: “Accountants can do a lot of missionary 
work but most of it will have to be done by the bankers them- 
selves. The great difficulty is in getting many commercial bor- 
rowers to see the advantages of bringing their bankers full audited 
figures and having the benefits of the auditors’ services for them- 
selves. It is the banker’s old problem of winning the full con- 
fidence of the borrower. Sometimes it seems entirely proper and 
natural for the banker to ask for any sort of information, but 
there are many times when a suggestion that an audit is desirable 
would offend the borrower’s pride in his credit. These are often 
good depositors whose loans are entirely desirable in all ways 
except for the lack of proper information. ... This is a very 
{Continued on page xiv} 
x! 
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English, Scottish & Australian Bank, 


al 
Authorized Capital. . . . . . £5,000,000 
Paid-up Capital . . . £3,000,000 
Further Liability of Shareholders: . . £2,000,000 
Reserve Fund. . . . £1,605,000 
Special Currency Reserve . . . £1,585,000 


HEAD OFFICE :—5, GRACECHURCH STREET, LONDON, E.C. 3, 
and 417 Branches and Agencies in Australia. 
Chief Office in Australia—Collins Street, Melbourne. 


BANKING AND EXCHANGE BUSINESS of every description transacted 
with Australia. BILLS NEGOTIATED or sent for COLLECTION. 
REMITTANCES made by TELEGRAPHIC TRANSFER. WOOL 
and PRODUCE CREDITS arranged. LETTERS of CREDIT and 
DRAFTS issued on all the Branches of the Bank. 

Chief Agents in United States: 


Guaranty Trust Company of New York. 

The Canadian Bank of Commerce. 

National City Bank. 

First National Bank. 

Crocker- ~~ National Bank of San Francisco. 
he Canadian Bank of Commerce. 


E. M. JANION, Manager. 
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—this book stands alone——“ a thorough and 
systematic treatise in a field as yet virtually un- 
touched.”—American Banker. 


CLEARING it will tell you how 
= ge the Par Clearance System 


a affects your bank 
: —whether you charge exchange or remit at par. If you 
charge exchange, the system is taking away some of your 
profits by driving your customers to par remitting banks. 
It you remit at par, the exchange-charging banks are 
taking an unfair advantage of you, by charging exchange 
on their own checks, and collecting yours at par. Do 
you know how the par clearance system originated? Do 
you know the economic saving it has accomplished? Do 
you know how widespread it is? You need all these facts 
to make a rational decision whether your bank shall con- 
tinue its present policy or change. You will find them in 


The Clearing and Collection of Checks 


You can order this book on 5 days’ approval from the 
$5.00 Bankers Publishing Co., 185 Madison Ave., N. Y. $5.00 
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THE 


BANK OF AUSTRALASIA 


(Incorporated by Royal Charter, 1835) 


Paid-up Capitait - - - - £4,500,000 
Reserve Fund - = - «= £2,475,000 
Currency Reserve Fund - - £2,000,000 
Reserve Liability of Proprietors 

£4,500,000 


under the Charter ~ 
£13,475,000 


Head Office, 4 Threadneedle Street, London, E. C. 2 


EDMUND GODWARD, Manager 
West End Branch, 17 Northumberland Avenue, London, W. C. 2 


Chief Office for Avotralia and New Zealand, Melbourne. 


- D. HEALY, Superintendent. 


VICTORIA 
Melbourne 


394-396 Collins St. 
384 Elizabeth St. 
602 Bourke St. W. 
71 Collins St. East 
Brunswick 
3urnley 
Coburg 
Collingwood 
Elsternwick 
Footscray 
Malvern 
Middle Brighton 
Northcote 
Port Melbourne 
Prahran 
Ripponlea 
St. Kilda 
Williamstown 
Yarraville 
Bairnsdale 
Ballarat 
Benalla 
Bendigo 
Bright 
Castlemaine 
Charlton 
Chiltern 
Cobram 
Corryong 
Dandenong 
Drouin 
Echuca 
Euroa 
Foster 
Geelong 
Hamilton 


Wellington 
Ashburton 
Auckland 
Blenheim 
Christchurch 
Dannevirke 
Dunedin 
Eltham 


Fei 
Gis 


Featherston 


Gore 
Hamilton 
Hastings 
Hawera 
Invercargill 


Branches in Australia 


Victoria, Contd. 


Horsham 
Katamatite 
Kingston 
Koroit 
Korong Vale 
Korumburra 
Leongatha 
Mildura 
Mirboo North 
Mooroopna 
Morwell 
Myrtleford 
Nathalia 
Nhill 
Numurkah 
Port Fairy 
Rutherglen 
St. James 
Sale 
Shepparton 
Stawell 
Strathmerton 
Tallangatta 
Terang 
Traralgon 
Tungamah 
Walwa 
Warracknabeal 
Warragul 
Warrnambool 
Wedderburn 
Welshpool 
Wycheproof 
Yackandandah 
Yarram 
Yarrawonga 


FEDERAL CAPI- 
TAL TERRITORY 


Canberra 


NEW SO. WALES 
Sydney: 

Martin Place 

97 Castlereagh St. 
85 Pitt St. 

555 George St. So. 
Wentworth Ave. 
236 William St. 


Bondi Junction 
Hurstville 
Kogarah 
Leichhardt 
Marrickville 
Newtown 
North Sydney 
(84 Mount St.) 
Petersham 
Albury 
Ballina 
Bathurst 
Bega 
Rellingen 
Berrigan 
Blayney 
Broken Hill 
Cootamundra 
Corowa 
Crookwell 
Deniliquin 
Dubbo 
Forbes 
Glen Innes 
Goulburn 
Grafton 
Grenfell 
Hamilton 
Howlong 
Terilderie 
Kempsey 
Kyogle 
Lismore 


N. S. Wales, Contd. 
Maitland (West) 
Maitland (East) 
Moree 
Murwillumbah 
Muswellbrook 
Narrabri 
Narromine 
Newcastle 
Newcastle West 
Nowra 

Orange 

Parkes 

Peak Hill 

South Grafton 
Stroud 
Tamworth 
Tullamore 
Wagga-Wagga 
Wee Waa 
Young 


QUEENSLAND 
Brisbane:QueenSt. 
Fortitude Valley 
Cairns 
Charters Towers 
Cooyar 
Crow’s Nest 
Herberton 
Hughenden 
Tpswich 
Kingaroy 
Longreach 
Maryborough 
Oakey 
Richniond 
Rockhampton 
Roma 
Toogoolawah 
Toowoomba 
Townsville 


Branches in New Zealand 


Iding Levin 


borne 


Kaitaia 


Manaia 
Mangonui 
Marton 
Masterton 
Matamata 
Morrinsville 
Napier 


New Plymouth 


Newton 


taki 
Paeroa 


Patea 
Raetihi 
Rotorua 


(Auckland) 


Palmerston Nth. 


Stratford 
Taihape 
Taumarunui 
Tauranga 
Te Aroha 
Te Kuiti 
Temuka 

Te Puke 
Timaru 


SO. AUSTRALIA 
Adelaide 
Gladstone 
Kooringa 

Mount Barker 
Murray Bridge 
Nuriootpa 

Port Lincoln 
Wirrabara 


W. AUSTRALIA 
Perth (St. George’s 
Terrace) 
237 Murray St. 
Subiaco 
Albany 
Beverley 
‘unbury 
Carnamah 
Dowerin 
l'remantle 
Gnowangerup 
Kalgoorlie 
Kulin 
Moora 
Northam 
Wagin 
Wickepin 


TASMANIA 
Hobart 
Burnie 
Deloraine 
Devonport 
Fingal 
Latrobe 
Launceston 
Sheffield 
Stanley 
Ulverstone 
Wynyard 


Upper Hutt 
Waipawa 
Waipukurau 
Wairoa 
Wanganui 
Waverley 
Whakatane 
Whangarei 


Principal Correspondents in North America 
UNITED STATES, Contd.: 
Continental Illinois Bk. & Tr. Co., Chicago 


CANADA: 
Bank of Montreal 


Canadian Bank of Commerce 
UNITED STATES: 


Bank of New York & Trust Co., New York 
Central Hanover Bk. & Tr. Co., New York 
Central Republic Bk. & Tr. Co., Chicago 


Guaranty Trust Company, New 


Yor 


National City Bank of New York 


Philadelphia National Bank, Philadelphia 
Wells 


Fargo Bank & Union Trust Co., 


San Francisco 


Offer facilities for the transaction of every description of Banking Business in Austrelia 
and New Zealand. Negotiate or Collect Bills. Issue Telegraphic Transfers, Letters of 
Credit and Drafts, also Circular Notes and Circular Credits, on all parts of the world. 
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favorable time for spreading the gospel of proper accounting. 
We must still work with tact and patience, but we should make 
the most of conditions as we find them and do what we can to 
bring about the general acceptance of certified audit as a regular 
requirement in credit granting.” 


THE SUGGESTED candidacy of Mrtvin A. Tray or, president of 
the First National Bank of Chicago, for President of the United 
States, is, of course, of interest to the entire banking world. 
Mr. Traylor’s position is expressed by him in an article, “The 
Growing Burden of Taxation,” which begins on page 403 of this 
issue. Says Mr. Traylor: “I have not been, am not now, and 
do not expect to become a candidate for political office.” 

As regards taxation, Mr. Traylor states that “No thoughtful 
student of this subject can minimize the great importance of a 
thorough re-examination of our entire taxing system and ma- 
chinery. But it is another thing, and perhaps requires greater 
statesmanship, to deal courageously with the heart of this whole 
problem, which is the absolute necessity of reducing governmental 
expenditures to a point where they cease to be an unbearable 
burden on the backs of American citizens. Let us not lose sight 
of this fundamental fact—that in the solution of that part of the 
problem lies the very destiny of democratic government itself.” 


A systEM for trust accounting which contains the fundamental 
requirements of all yet allows for the differences in form made 
necessary on account of difference in laws, is presented by JAMES 
W. ALLIson, trust officer of the First and Merchants National 
Bank of Richmond, Va., in an article, “A System for Trust 
Accounting,” which begins on page 411. 


THE RESULTS of the recent Federal legislation to aid banking and 
business conditions are discussed by R. S. HeEcur, president of 
the Hibernia Bank & Trust Company of New Orleans, in an 
article, “Re-construction and Re-flation,’ which begins on page 
419. “It will not do,” says Mr. Hecht, “to create exaggerated 
hopes regarding an early ending of this world-wide depression. 
The Reconstruction Finance Corporation and the Glass-Steagall 
bill are steps in the right direction, but after all they are tem- 
porary measures—palliatives rather than cures. The most we can 
expect them to accomplish is to dispel all fear of a gold or cur- 
rency shortage and to re-establish confidence in our banking and 
credit structure and in the future of America. In the last analysis 
the winning of the battle depends on our individual courage and 
energy and on our ability to adapt ourselves to the changed 
conditions.” 
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THE MITSUI BANK, LTD. 


Capital Subscribed... - - +» Yen 100,000,000.00 
Capital Paid-Up .... . .- + Yen 60,000,000.00 
Reserve Funds. . . - + Yen 65,700,000.00 
Deposits (as of June 30th, 1931) . « + Yen 710,000,000.00 


Founded in 1683 as the Mitsui Money Exchange House 
which changed the title to the Mitsui Bank in 1876. 


Head Office: No. 1 Surugacho, Nihonbashi-Ku, TOKYO, JAPAN 
PRESIDENT: 
G. MITSUI 

MANAGING DIRECTORS: 

S. IKEDA N. KIKUMOTO R. IMAI J. KENJOH 
DIRECTORS: 

U. YONEYAMA T. HARA H. KAMESHIMA K. FUKUI 

BARON T. MITSUI T. TOYAMA 


AUDITORS: 
K. YAMAMOTO M. SHIMODA S. OHASHI K. KISHIMOTO 


New Yorx Acncy, 61 Broadway, New York City 
- TAKAGI, Agent 


HOME BRANCHES 
Tokyo (2), Yokohama, Nagoya (2), Kyoto, Osaka (5), Kobe, Hiroshima, 
Shimonoseki, Moji, Wakamatsu, Fukuoka, Nagasaki, Otaru (Hokkaido) 
(figures in brackets show the numbers of city branches) 
FOREIGN BRANCHES 


New York, London, Shanghai, Bombay, Sourabaya 


Commercial Bank of Greece 


(A Limited Liability Company registered in Athens) 


Head Office: Athens 


BRANCHES 
Piraeus, Argos, Pyrgos, Patras, Corfou, Cephalonia, Nauplie, Vostizza, Calamata, 
Syra, Chio, Candia, Volo, Salonica, Larissa, Triccala, Mytilene, Canea, 
Zante, Tripolitza, Plomari, Rethymo, Cavalla, Carditza, Prevesa, Vathy, 
Carlovassi, Naxos, Chalkis, Farsala, Histiea, Florina, Agrinion and Amalias. 


ASSOCIATED BANK in LONDON 
| The Commercial Bank of The Near East, Ltd. 
4 London Wall Buildings, E. C. 2 
’ with branches in CONSTANTINOPLE and ALEXANDRIA 


orrespondents in the principal towns of Greece and in foreign countries 
throughout the world 


GENERAL BANKING BUSINESS TRANSACTED 


Collections, Letters of Credit, Cable Transfers, Current 
and Term Deposits, Etc. 


Capital and Reserves . . Dr. 421,688,991 
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Nederlandsche Handel-Maatschappij, 1.V. 


(NETHERLANDS TRADING SOCIETY). 


Established by Royal Charter A. D. 1824. 


BANKERS 


Capital Paid up and Surplus - f.127,045,000 


Head Office: AMSTERDAM. 
Branches in HOLLAND: ROTTERDAM, THE HAGUE. 


Branches in the NETHERLANDS INDIES: BATAVIA, SOURA- 
BAYA, SAMARANG, MEDAN, and further Principal Ports. 


Branches in the STRAITS SETTLEMENTS, BRITISH INDIA, 
CHINA, JAPAN and ARABIA: SINGAPORE, PENANG, RAN- 
GOON, CALCUTTA, BOMBAY, HONGKONG, SHANGHAI, 
KOBE and YIDDAH. 


Grant Drafts and Issue Letters of Credit on all their Branches and 
Correspondents in the East, on the Continent, on Great 
Britain, Africa, America and Australia, and transact 
Banking Business of every description. 
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The Unio Union Bank of Australia, Limited 


Established 1837. Incorporated 1880. 


CAPITAL AUTHORIZED AND ISSUED £12,000,000 
PAID-UP CAPITAL 

RESERVE FUND £3,350, ca together £7,350,000 
CURRENCY RESERVE £1,500,000 
RESERVE LIABILITY of Proprietors... £8,000,000 


Head Office—71, CORNHILL, LONDON, E. C. 3 


Manager—W. A. LAING Assistant Manager—G. S. GODDEN 
Secretary—F. H. McINTYRE 


214 Branches throughout Australia and New Zealand, viz.:— 


In Victoria, 51; South Australia, 15; New South Wales, 54; Western Australia, 25; 
Queensland, 18; Tasmania, 3; New Zealand, 48. 


Agents and Correspondents in all parts of the World 


The Bank offers facilities for the transaction of every description of 
Banking business in Australia and New Zealand. 


Bills negotiated or sent for collection. Commercial and Circular Credits 
issued available throughout the World. 
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ESTABLISHED 1817 


BANK oF NEW SOUTH WALES 


| With which are THE WESTERN AUSTRALIAN BANK and 
| amalgamated | THE AUSTRALIAN BANK OF COMMERCE, Ltd. 
AUSTRALIA 
Paid-up Capital £8,780,000 
Reserve Fund 6,150,000 
Reserve Liability of Proprietors 8,780,000 


£23,710,000 


Aggregate Assets, 30th Sept., 1931, £90,111,427 
General Manager, ALFRED CHARLES DAVIDSON 
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| Head Office—George St., Sydney London Office—29 Threadneedle St., E. C. 2 
694 BRANCHES AND AGENCIES 
In all Australian States, Federal Territory, New Zealand, Fiji, Papua, Mandated Territory of New Guinea and London 


The bank collects for and undertakes the agency of other 
banks and transacts every description of 
Australian Banking Business 


Current accounts opened in Australia for Overseas Banks and Deposits received 
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Editorial Comment 
THE HALT TO DEFLATION 


ITH the enactment of the 
\ X / Glass-Steagall bill the measures 
designed to halt the further 
progress of deflation are now in force. 
These measures include the National 
Credit Corporation, the Reconstruction 
Finance Corporation, the Glass-Steagall 
Law and the “baby bond” plan. Of 
them all it may be said that they were 
enacted to meet a very serious and ex- 
traordinary emergency, and are there- 
fore exempt from the critical inspection 
to which they might reasonably be sub- 
ject under ordinary circumstances. “Any 
port in a storm” is not a bad maxim. 
The real test of these schemes for 


alleviating the depression lies less in the 
measures themselves than in the care 
and wisdom with which they are ad- 


ministered. Fortunately, they are in 
good hands, and it may be confidently 
expected that their application will be 
made in a manner to bring relief with- 
out jeopardizing safety. 

Naturally, the Glass-Steagall Law will 
be of the greatest interest to bankers, 
for it deals solely with amendments to 
the Federal Reserve Act. Essentially, 
these amendments provide for two 
things: replacement of gold reserves 
against Federal Reserve notes with 
United States obligations, and a sub- 
stitution, in part, of such obligations for 
the commercial paper lodged with Fed- 
eral Reserve agents as security for the 
notes; and easier provisions for member 
banks to get loans, either singly or in 
groups. 

As to the security for Federal Reserve 
notes, it is to be observed that they will 
still have back of them at all times a 
gold reserve of not less than 40 per 
cent., but some of the gold heretofore 
held against them, above the 40 per cent. 


minimum, will be released; also, that in- 
stead of the additional 60 per cent. cover 
being in commercial paper, it may now 
be, to a larger extent than heretofore, 
obligations of the United States. This 
provision of the law is only temporary, 
and may be defended on the score of 
necessity. The Federal Reserve notes 
are themselves obligations of the United 
States, and further protected as they are 
by a 40 per cent. gold reesrve and com- 
mercial paper and Government bonds 
to the extent of the additional 60 per 
cent., their real safety is not open to 
question. When business revives and 
commercial paper becomes more abun- 
dant, this emergency provision may well 
be left to expire. 

Member banks, either singly or in 
groups of five or more, may now more 
easily obtain loans from the Federal 
Reserve banks than was possible prior 
to the enactment of these amendments. 

Whatever the theoretical and prac- 
tical objections to these changes in our 
banking laws, their aim is to allay the 
fears which the present depression has 
engendered. And it must earnestly be 
hoped that this aim will be achieved. 


THE “BABY BONDS” 


LTHOUGH the human birth rate 
Aj in general on the decline, 
“Uncle Sam” is now having an 
exceptional increase in his “babies” of a 
financial type. Reference is made to 
the bonds, to be issued in denominations 
as low as $50, to bear 2 per cent. inter- 
est, and to be redeemable on sixty days’ 
notice. ‘These bonds are issued for a 
specific purpose—to end the hoarding of 
currency that has been going on for 
some time, due to a considerable dis- 
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trust of the banks of the country. This 
distrust is far from being general or 
even very widespread, but is extensive 
enough to have caused exceptional de- 
mands for currency. Not all the cur- 
rency withdrawn from the banks is for 
purposes of hoarding, in the ordinary 
use of that term. Many people have 
withdrawn money from the banks be- 
cause of the fear that unless they did 
so they might find themselves without 
funds to meet ordinary living expenses. 
There have been so many bank failures 
that it cannot truthfully be said that this 
fear is altogether groundless. Still, it 
has grown to unreasonable dimensions, 
and in fact it may be said that resort to 
any such expedient as the issue of “baby 
bonds” ought to have been unnecessary. 
For there are still thousands of perfectly 
solvent banks in every section of this 
country, and they will remain so in 
spite of the severity of the storm to 
which they are being subjected. There 
are also the postal savings banks. And 
whether one buys a “baby bond” or 


puts his money in a postal savings bank, 
in either case he has the Government 


for security. In both cases the interest 
he will receive is the same. 

Perhaps the issue of these bonds may 
prove a wise step. If they coax hoarded 
currency out of hiding, that will justify 
their issue. As the interest the bonds 
carry must be paid out of public taxa- 
tion, it will be seen that this is the price 
to be paid for the distrust of banks 
temporarily existing. It is also, to some 
extent, the price to be paid for igno 
rance. For, as already said, there is no 
valid reason for a general distrust of 
the banks of the United States. Even 
if faith in the ordinary banks were en- 
tirely lacking, people at: least should 
trust the postal savings banks. A bond 
of the United States will be no safer. 
But, under present circumstances, the 
price to be paid for this banking dis- 
trust may be defended on the ground of 
necessity. 

It is wisely provided that these in- 
fantile bonds are payable on sixty days’ 
notice. Without this provision holders 
of them desiring to obtain currency 
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might experience a considerable discount, 
owing to a decline in market value. 


FEDERAL GUARANTY OF BANK 
DEPOSITS 


HAT renewed agitation for the 
Federal guaranteeing of bank de- 
posits would be the consequence 
of the large increase in banking mortal- 
ity is not surprising. So many banks 
have failed in the past two years and 
the losses and distress caused have been 
so great that many people have reached 
the conclusion that relief can be had 
only by providing some form of bank- 
deposit guaranty. 

To carry out this view a bill has been 
introduced in the House by Chairman 
Steagall of the Banking and Currency 
Committee, proposing the creation of a 
fund to be used in making payments to 
depositors in failed banks. The fund is 
to be created by transfer to it from 
the Treasury of the amounts paid by 
the Federal Reserve banks as a franchise 
tax, by contributions from the surplus 
funds of these banks, and by assessments 
of member banks. Out of this fund de- 
positors of failed banks are to be paid 
in installments, all claims to be paid 
within six months. 

The objections generally urged against 
a measure of this kind are twofold, the 
one dealing with the principle involved 
and the other with the experience of 
bank-deposit guaranty laws thus far 
tried by the states. 

In the first place, it is charged that 
the general principle is wrong because 
it virtually relieves the managers of 
banks of concern for the safety of their 
institutions, which is assured—so far as 
relates to depositors—by the guarantv 
fund. Thus, it is claimed, reckless bank- 
ing is encouraged. But this objection, 
while valid so far as it goes, overlooks 
one important fact, that the guaranty 
fund does not absolve the shareholders 
from losing their profits, or the reckless 
banker from losing his job and possibly 
his liberty. It must be conceded, how- 
ever, that the effect of the guaranty 
measure would be, in general, to make 
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the banker less cautious than he must 
be without such a prop as the guaranty 
fund would afford. 

A further objection to the principle 
involved in the guaranty plan is that it 
would place upon the strong and well- 
managed banks the penalty of reckless 
banking for which they were in no sense 
responsible. It is difficult to overcome 
this objection. If the sound banks are 
to be penalized for the failures of reck- 
less and dishonest banks, they should 
be given power to provent banking of 
this type. How this might be done will 
be the subject of later discussion. 

The objection based on experience 
with deposit-guaranty laws should also 
be considered. From the time of the 
safety-fund law of New York, about a 
century ago, until now various plans for 
guaranteeing bank deposits have been 
tried in this country. Almost or quite 
universally they have failed. These ex- 
periments have been tried by several of 
the states, and it may be contended that 
the Federal Government can devise a 


measure that will be more successful 


than those devised by the states. And 
this might be possible, provided the 
banks would stand for it. Quite con- 
ceivably, the national banks—and to 
these alone can the proposed law be 
made compulsorily applicable—might re- 
sent the taking over of any part of their 
earnings to repair the ravages caused by 
dishonest or reckless bankers over whose 
doings the sound banks had no control, 
and they might secede from the national 
banking system. Federal laws can be 
made so strict, and possibly so unjust, 
that banking capital will no longer 
operate under them, but will seek refuge 
in the more lenient state systems. This 
is a phase of the proposed legislation not 
to be lightly dismissed. In this connec- 
tion it may not be out of place to call 
attention to the fact that England, 
where special laws relating to banking 
are few or non-existent, has the safest 
banks to be found anywhere. From 
this fact it may not be inferred that all 
our banking laws should be repealed, but 
we may conclude that attempts at over- 
regulation of banking seem to defeat 
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their object. The surest reliance of 
good banking is to be found in the men 
who manage the banks rather than in 
the laws governing their operations. 

The desirability of making our banks 
as near to absolute safety as may be 
practicable under human limitations is 
universally admitted. No section of the 
public can be more desirous of bringing 
this about than the bankers themselves. 
Failure of any bank does the banking 
business no good. On the contrary, it 
tends to some extent to lessen the faith 
in all banks. This is especially true 
where the failures have been so numer- 
ous as they have been in the last few 
years. 

Is it possible to reach this desired 
degree of banking safety without resort- 
ing to what many bankers consider as an 
unjust and impracticable plan for guar- 
anteeing the deposits of all banks? 

Whether this ideal of banking safety 
is to be speedily attained may be 
doubted, although an approach to it may 
be made by instituting some obvious re- 
forms. 

In the first place, the supervising off- 
cers of national and state banks should 
be more carefully chosen. Frequently 
selection of these officials is made on 
personal or political grounds with little 
or no regard to their fitness for the 
solemn duties imposed upon them. Per- 
haps an improvement could be made in 
this direction by having the Comptroller 
of the Currency appointed on the 
recommendation of the American Bank- 
ers Association, and the supervising 
officers in the various states on the ap- 
proval of the respective state bankers’ 
associations. This policy finds warrant 
in the appointment of judges on the 
recommendation of the bar associations. 
Surely, it cannot reasonably be claimed 
that the responsible office of bank super- 
intendent is to be regarded as the object 
of personal or political favor by the ap- 
pointing power. 

The policy of banking supervision of 
banks by the bankers themselves might 
be further extended by having all banks 
become members of clearing-houses 
where the requirements for membership 
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would be exacting, and where continued 
membership would imply a rigid and 
constant supervision of the condition 
and operations of member banks. 

It is understood, of course, that objec- 
tion to this proposal will be made, that 
public supervision of any institutions 
should not be entrusted in the hands of 
those who are to be supervised. But who 
is more competent to establish and pre- 
serve the limitations of sound banking 
than a committee composed of repre- 
sentatives of banks who have demon- 
strated their own ability successfully 
and safely to conduct banking opera- 
tions? For the protection of the public 
the laws and the state and Federal ofh- 
cials would still exist. 

The possibilities of safer banking by 
the banks themselves have by no means 
been exhausted. Should we not make 
a further trial of them before resorting 
to a plan to which there seem to be 
sound objections in principle and which 
has been almost uniformly disastrous in 
practice? 


THE INCREASE IN TAXATION 


HEN the new taxation measure 

\X was presented to the Congress 

last month, the people of the 
country were forcibly reminded of the 
heavy expenditures of the Federal Gov- 
ernment and the necessity of imposing 
additional taxes in order to provide for 
them. It is of the first importance that 
the public credit shall be preserved, and 
no country can long sustain its credit 
by running behind at the rate with 
which our deficits have been piling up 
of late. In the near future the Federal 
budget must be balanced, even though 
this course calls for increased taxation 
upon industry and trade already heavily 
burdened and suffering under the effects 
of a serious depression. 

This increase in taxation is the penalty 
that must be suffered for past prodigal- 
ity. Governments are like individuals, 
prone to be too lavish of outlays in times 
of prosperity, and reluctant to retrench 
until such a course is enforced by stern 
necessity. An earlier curtailment of ex- 
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penditures, and a greater disposition in 
that direction by the present Congress, 
would have made the present taxation 
less burdensome. But Congress, ap- 
parently, has no real understanding of 
how necessary it must become at no 
distant day to economize in the outlays 
of public money. In his last Annual 
Report on the Finances, Mr. Mellon, 
then Secretary of the Treasury, said: 


“There is a limit to the extent to 
which the Government, under our social 
and economic structure, may wisely 
divert funds from private employment 
to governmental use. When we take 
into consideration the mounting burden 
of state and local taxes, it is no exag- 


geration to say that we are approaching 
that limit.” 


From the practical standpoint the 
Treasury has to consider whether addi- 
tional taxation will produce the expected 
increase in revenues. And this misgiv- 
ing must apply to the new taxation 
measure. It will probably produce the 
extra funds needed if business makes 
some recovery, or if the added taxation 
itself does not produce a depressing 
effect on production and trade. Cer- 
tainly, it cannot be expected to have a 
stimulating effect. 

But however this may be, the budget 
must be balanced, otherwise the public 
credit will suffer, and the public credit 
cannot be damaged without inflicting 
serious injury upon enterprise and trade. 
If the present taxes are not heavy 
enough, they will have to be made 
heavier, unless Congress should show a 
greater disposition to economize, evi- 
dence of which is at present lacking. 

In an address on taxation, published 
on succeeding pages, Melvin A. Traylor, 
president of the First National Bank of 
Chicago, presents some very practical 
observations on this subject. He calls 
attention to the fact that legislative 
bodies seem more disposed to search for 
fresh sources of revenue than to look 
for means of reducing expenditures. For 
this disposition Mr. Traylor places the 
chief responsibility upon the people, who 
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demand that the Federal Government 
undertake more and more functions 
properly belonging to the states or to 
the people themselves; although, as he 
points out, political leaders display con- 
siderable weakness in resisting this 
tendency. So long as the major share 
of the taxes is paid by a few it will be 
exceedingly difficult for the politicians 
to resist the clamors of their constituents 
for a large slice of the funds they do 
not themselves provide. If the sales tax 
in the new revenue measure should be 
passed along to consumers, as will prob- 
ably be the case, the average citizen may 
have brought closer home to him the 
burden of taxation and he may conse- 
quently be less insistent on liberal ap- 
propriations. 

The present, in some respects, is an 
inopportune time to demand retrench- 
ment of public expenditures, although 
the relief thus afforded would constitute 
a stimulant to business now sadly lack- 
ing; but, on the other hand, with in- 
creased outlays for public buildings and 
various other measures for alleviating 
distress and unemployment, material re- 
duction of expenditures in the near fu- 
ture is out of the question. But a time 
must come when retrenchment will have 
to be practiced. Meanwhile the added 
taxation necessary to balance the budget 
must be accepted with whatever degree 
of resignation may be at the command 
of the people who have to foot the bill. 


EXCHANGING PAPER FOR GOLD 


HILE gold-standard countries 

\X/ like France and the United 

States have recently experienced 

a considerable demand for gold in ex- 
change for paper, in England, where 
the gold standard has been temporarily 
suspended, a movement of large pro- 
portions but in precisely the opposite 
direction, is taking place, gold being 
freely offered in exchange for paper. 
This is due to the premium on gold as 
expressed in terms of the paper cur- 
rency. To the holder of gold this is 
quite profitable, since more than the 
coin or bullion value of the metal is re- 
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ceived in paper pounds or ten shilling 
notes. Of course, should there be a 
marked rise in domestic prices, this profit 
would be wiped out, but in England 
such rise has not yet taken place. 

Not only in England, but in India 
also, this disposition to part with gold 
for paper is being manifest, and as a 
result gold has been flowing from that 
quarter to London in large volume in 
recent months. 

Gold thus received is not being held 
in the Bank of England, but is being 
rapidly transferred to gold-standard 
countries in payment of debts or to 
strengthen the position of sterling. Most 
of this fugitive gold is at present going 
to France. 

This fortunate turn of affairs has 
made it much easier for London to meet 
demands for gold and has greatly tended 
to restore the value of-the pound ster- 
ling. As to the latter, other influences 
have been operating, not the least of 
which is the temporary sinking of party 
differences in England and the success- 
ful endeavor to balance the budget. So 
favorable have been the developments 
lately that the early removal of exchange 
restrictions has been announced, and 
there is also some discussion of the pro- 
priety of stabilizing the pound in the 
near future. 

It is a commonplace of finance that 
faith in British credit lies at the founda- 
tion of world credit, and it must be a 
matter for rejoicing that the pound is 
showing such staying qualities in the 
face of adverse conditions. This favor- 
able turn of affairs is a reflection of the 
sound character of England’s tradition 
and practices, and a striking testimony 
to the soundness of British banking. In 
a world where dark clouds are all too 
much in evidence, this streak of sun- 
shine is all the more welcome. 

India has an immense stock of gold, 
much of it in private hoards. Should 
the movement westward from that quar- 
ter continue, even at the present rate, it 
must soon have a profound effect on 
other countries that are receiving the 
metal and adding it to the already large 
stock in their central banks. Whether 
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these banks have as much “idle” or 
“sterile” gold as is charged, it is evident 
that the large amounts they now hold 
are in process of augmentation from the 
source indicated. Beyond a certain limit, 
at least, such increase cannot be a source 
of profit unless the added gold is put to 
work. 


THE CAMPAIGN AGAINST 
HOARDING 


RESIDENT HOOVER, Secretary 

Mills, General Dawes, Senator 

Robinson and Colonel Knox, in 
their radio broadcasts, have performed 
a useful and patriotic public service in 
forcibly and clearly directing attention 
to the evils that flow from the locking 
up of currency. Possibly, until these 
addresses were made, many people did 
not fully realize how widespread and 
disastrous and how harmful to them- 
selves were the effects of their action in 
withdrawing currency from the channels 
of circulation. But after these illuminat- 


ing addresses, they can no longer plead 


ignorance. Nor can they excuse them- 
selves on the ground that there is no 
safe place for their money outside its 
present hiding place. There are the 
“baby bonds” and the postal savings 
banks. Also there are thousands of safe 
savings and commercial banks, to be 
found by all persons of ordinary intelli- 
gence and discretion. 

In the face of these facts, he who con- 
tinues to hoard his money cannot be re- 
garded in a favorable light. He is, what- 
ever may be his intention, acting self- 
ishly to hinder the return of prosperity, 
and is, in fact, injuring not only the 
community but himself as well. 

It cannot be too often repeated, that 
even the failure of so many banks does 
not warrant a general distrust of the 
banking institutions of this country. 
Perhaps the really strong banks have 
not been as insistent as they might have 
been in keeping the public fully in- 
formed as to their safety. They have 
felt, no doubt, that by laying stress on 
their own strength they might create 
doubt in the public mind as to the safety 


of other banks. But, after all, safety 
is the greatest asset any bank can have. 
And why should any bank possessing 
this attribute to an unquestionable ex- 
tent hesitate in making that fact clear 
to the public understanding? Of course, 
the weak banks could lay claim to safety, 
but to carry weight in the public mind 
this claim would have to be substanti- 
ated by facts showing on what the claim 
was based. In this connection it js 
gratifying to note that many banks are 
now publishing their statements in a 
form better suited to popular under- 
standing than has generally been the 
case in the past. Perhaps there is room 
for further improvement in this direc: 
tion. 

Very likely, the well-managed bank 
considers its safety as something obvious, 
to be assumed by the public. But dis- 
trust of banks, in times like the present, 
shows that this assumption can no longer 
be relied on, and some of the very 
strongest banks in the country are no 
longer disposed to conceal their strength 
from the public. 

This country has had experience that 
ought to have furnished instruction in 
meeting the demands for currency that 
have marked the present crisis. There 
were such demands in 1893, in 1907 and 
at the outbreak of the World War. 
How the latter demand was met should 
be considered as specially instructive. 
Essentially, it was simply by a pledge 
of the good assets of the banks in ex- 
change for currency. To get this cur- 
rency the banks did not have to stop 
lending or to sacrifice their securities as 
they have had to do quite recently. 
Temporary and extraordinary calls for 
cash were met by borrowing the cur- 
rency on the security of the good assets 
of the banks. This was done under the 
provisions of the Act of May 31, 1908 
(Aldrich-Vreeland Law), since repealed. 
Had this law remained in effect, it is in- 
conceivable that the banks of the coun- 
try would have been unable to meet the 
demands for currency to which the pres- 
ent crisis has given rise. Or if the banks 
in the great financial centers, perhaps 
acting through their local clearing: 
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houses, had been granted the right to 
issue their own notes, the clamor for 
cash could have been satisfied without 
the widespread ruin lately experienced. 
Largely through the influence of Bryan- 
ism in our banking legislation, we have 
deprived the banks of one of their 
legitimate and useful functions—the 
right of note issue—and have substituted 
Government currency for the bank note. 
Perhaps the time has gone by when all 
national banks should be given the right 
to issue their credit notes, although this 
could safely be done under proper re- 
strictions. But, at any rate, this right 
could be safely restored to the banks of 
the leading financial centers, acting 
unitedly through their clearing-house 
organizations. 

The Federal Reserve System was be- 
lieved to render unnecessary the adop- 
tion of any of the expedients above 
mentioned; but experience has shown 
this expectation has not been justified. 
Probably the Glass-Steagall Law will 
meet present requirements. But if not, 
consideration may have to be given to 
additional measures. 

That frightened bank depositors 
should, by their demands for currency, 
be permitted to again cause such wide- 
spread distress as has recently arisen 
from this source is unthinkable when the 
remedy lies so easily within reach. 
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A BETTER OUTLOOK 


HILE definite signs of an actual 

\ X / improvement in business are yet 

lacking, satisfaction may 

felt over the fact that forces making for 
a further destruction of confidence have 
received a check. The measures taken 
by the Government are proving effec- 
tive in this direction. Bank failures have 
declined to almost a normal ratio, hoard- 
ing is diminishing, the banks are being 
put in better condition to meet credit 
demands once business revives, the bal- 
ancing of the budget is in sight, and the 
fears for the gold standard, such as they 
were, have disappeared. 

Across the water, too, there are favor- 
able developments, especially in England. 
That country, in a time of unexampled 
depression, has paid off a large debt 
in advance of the due date, and the 
pound sterling has made an almost sen- 
sational recovery in the world’s financial 
markets. 

It has no doubt been the disposition of 
too many of us to dwell upon the un- 
favorable factors in the situation and to 
magnify our fears. If the signs of re- 
covery are less numerous and not so clear 
as could be wished, they are abundant 
enough and sufficiently plain to dispel 
much of the gloom in which we have 
been so long enshrouded. 





Collecting the Promise to Renew 


By GEORGE UEBELE 
Vice-President Bank of Burlington, Burlington, Wis. 


ETWEEN the depositor and the 

borrower, the bank has a duty to 

perform, a duty that calls for fair 
treatment toward each one. It is to see 
that loans be kept liquid. 

If a bank failed in any promise to a 
borrower, the censure would be prompt 
and severe, then just why should the 
borrower take his short-comings in the 
same direction so lightly? 

Is it that he was insincere when he 
secured the loan? Perhaps so, but more 
likely he was just taking for granted 
that it was the security of the loan, and 
not the time element, which was of in- 
terest to the bank. 

An examination of your loan files will 
show you to what extent the time ele- 
ment has been disregarded. If you feel 
that this has become a confirmed habit 
with your borrowers, then it is evident 
that the bank should have some definite 
rule regarding it, for it is equally evi- 
dent that the borrowers are dictating one 
of the fundamental operations of the 
bank, that of running your loan account. 

The borrower who disregards the 
time element of his loan has made a 
treatment necessary that will fit the case. 
His broken promise is no fault of the 
bank. The cause may be beyond his 
control, but he should not presume on 
the leniency of the bank. A bank wants 
to be helpful toward its customers, but 
the borrower cannot dictate the terms of 
his loan, even though his convenience 
may justify it. It may seem correct from 
his standpoint, but the bank must run 
its own business. 

A borrower frequently disregards the 
maturity of a loan, and expects con- 
tinued renewals, until there is bred in 
him a feeling that he is entitled to it, 
and if you call him, the trouble begins. 
About the first thing he meets you with 


From an address before the Wisconsin Bet- 
ter Banking Conference. 
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is, “What's the matter, don’t you think 
I am good for it?” 

A definite rule that no extensions of 
time are given unless a substantial re- 
duction of the debt made would go 
a long way toward helping you out. Let 
the customer understand that it is a rigid 
rule that applies to all. You do not 
question his ability to pay; it is a rule of 
the bank to which there are no excep- 
tions. You are not reminding him of a 
broken promise, but that rules of a bank 
are not made to be broken, and he must 
abide by them. You are meeting him 
part way and there cannot be any hard 
feeling toward the bank. 

If this plan does not bring the-desired 
result of relieving your loan files from 
long-term loans, then add a definite 
charge for every extension of time. If 
extensions are made expensive the bor- 
rower will decide that it doesn’t pay 
and make a greater effort to get his loan 
paid up. If, in your plan, you can in 
crease his efforts to pay up his obliga- 
tions, you have done him a good turn 
and in the end you will have gained a 
friend. 

The matter of going into debt is taken 
more lightly than years ago. It has been 
brought about by the urge of retailers to 
sell on time, and by instalment buying. 
The getting out of debt is about as 
hard as it ever was. Then why not 
apply the instalment principal in getting 
out of debt? 

The bank is entitled to a turn-over in 
its loan account. There are prospective 
borrowers not now in your loan files, 
and new accounts that may desire loans. 

The urge to grow makes it necessary 
to have funds on hand for the new ac’ 
counts, new accounts that mean new 
depositors. 

The bank is entitled to this, and the 
funds necessary for this purpose can 
best be obtained by instalment payments 
on the old loans. 
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The Depositor Speaks His Mind 


Advocates Giving More Information to the Public— Suggests 
Forms for Balance Sheets and Profit and Loss Statements 


By James C. DOoLLEy 


Associate Professor of Business Administration, University of Texas, Austin. 


study by Eugene H. Burris en- 

titled “The Evolution of Bank 
Statements” which was published in 
THE BANKERS MAGAZINE of January, 
1932. Writing from the viewpoint of 
the banker who is vitally interested in 
forestalling groundless runs on his bank, 
Mr. Burris suggests that the usual state- 
ment of condition published by a com- 
mercial bank is not all that it might be. 
He suggests that it is too condensed to 
be revealing but, of much greater impor- 
tance, that it is couched in standard ac- 
counting form and terminology which is 
pure Greek to the average depositor. He 
advances the opinion that if this state- 
ment could be reduced to plain English, 
or, better yet, to graphics, that much 
needless confusion in the depositor’s 
mind could be eliminated and panicky 
withdrawals would be materially les- 
ened. 

In the opinion of the writer, the points 
suggested by Mr. Burris are well taken 
and would undoubtedly tend to prove 
helpful, but he respectfully submits that 
these remedies merely scratch the surface 
of the difficulty. The real trouble is not 
that depositors cannot interpret the 
scanty statements of condition which are 
now published, but rather that the stand- 
ard balance sheet offered to the public 
reveals little or nothing as to the true 
position of the bank. If every possible 
item of information could be deduced 
from such a statement, still the public 
would not know whether the bank was 
going to close the next day or not. What 
is needed is not a more. readable arrange- 
ment of the present inadequate state- 
ment of condition, but simply more facts. 

The following paragraphs are written, 
not by a banker, but by a depositor who 


Ts article is the outgrowth of a 


wonders daily whether his bank, appar- 
ently the soundest in the city, will sus- 
pend and thus tie up his small but neces- 
sary cash resources. Although this bank 
is in a more liquid position now than 
ever before in its history, the writer 
knows that it might close its doors at 
any time. Because he can obtain very 
little factual information as to the real 
condition of the bank, he naturally tries 
to anticipate the worst and has even seri- 
ously debated the wisdom of hoarding a 
small cash reserve. The writer believes 
that he is less panicky than the average 
person and that he is better informed as 
to the current banking situation and 
more able to interpret bank statements 
of condition than the vast majority of 
depositors. If he is concerned about the 
solvency of what is apparently the 
strongest bank in town, what must be 
the mental attitude of other depositors 


who are forced to proceed almost wholly 
on blind faith? 


* * * 


The abnormally severe business de- 
pression of the last two years has ex- 
acted a heavy toll from commercial 
banks in the United States. During 
1930 more than 1300 banks suspended, 
to be followed by some 2300 of their 
brethren in 1931. This terrific mortal- 
ity, almost one bank in every seven 
within twenty-four months, has imposed 
a heavy strain on the survivors. De- 
positors, fearing that their. banks would 
be the next to suspend, have steadily 
drawn out cash and hidden it away to 
meet emergencies until the total volume 
of hoarded currency has reached the ap- 
palling estimate of about $1,500,000,000. 
This continuous pressure of withdrawal 
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on the banks has forced them to carry 
tremendous cash reserves to meet the 
relentless run and has thus cut their 
normal earnings seriously at the very 
time that they are being compelled to 
absorb heavy loan loss write-offs. 

The bankers are vitally interested in 
any measures which will serve to check 
cash withdrawals, while depositors are 
no less interested in the solvency of their 
banks. Any means which will tend to 
restore the badly shaken confidence of 
the public in the banking system should 
be more than welcome. It is the sincere 
belief of the writer that the regular pub- 
lication by banks of detailed financial 
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ings. This, however, cannot be the real 
reason for publishing such abbreviated 
balance sheets, for detailed financial 
statements could easily be prepared 
which would reveal no information con- 
cerning individual depositors or bor- 
rowers. 


UNDERLYING MOTIVE 


The underlying motive behind this 
practice is quite different. Bankers have 
always had a deep-seated fear that too 
much information given to the public 
might prove to be a boomerang. It has 
been thought that, should complete fi 


“As the education of depositors, especially of the larger 


depositors, progresses with respect to bank statements, they are 
rapidly coming to realize that the quarterly statement of condi- 
tion as now published indicates little or nothing as to the bank’s 
solvency. ‘They are beginning to learn that the heart of the bank 
is not its ‘cash on hand’ and ‘surplus’ accounts, but its loan and 
discount and investment portfolios. They are learning that large 


loss write-offs on these loans can wipe out overnight even the 


largest of surplus accounts. They are realizing that every failed 
bank in the United States has displayed a solvent statement of 


condition the day before it closed its doors.” 


statements will go far toward restoring 
this vitally necessary confidence. 

So far as the public is concerned, the 
business of commercial banking in the 
United States has always been shrouded 
in secrecy. It is no accident that bank 
statements of condition reveal so little. 
The banking fraternity, in general, has 
deliberately adopted and religiously car- 
ried out a policy of concealing from the 
public as much information concerning 
bank operations as is possible. Ostensibly, 
the reason for this practice is that it is 
the duty of the banker to protect the 
financial secrets of his depositors and 
borrowers, particularly of the latter. To 
release information concerning individual 
deposit balances or loan lines contracted 
for, might seriously injure the bank’s 
customers in their private busines deal- 


nancial statements be published, there 
would be grave danger that some unin- 
formed individual might misconstrue 
some facts and thereby lead to a run on 
the bank, with serious injury to its 
credit rating as a consequence. Or, if 
the bank really were financially em- 
barrassed, the publication of statements 
which would reveal the true situation 
would almost certainly lead to a run on 
the crippled institution. On the theory, 
then, that what the depositors do not 
know will not hurt them, bankers have 
adopted the policy of publishing no 
more information than the law requires. 
That this policy has its own peculiar de- 
fects is now in process of being estab- 
lished, as witness the heavy current cash 
withdrawals from even the soundest 


banks. 
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The excuse advanced by most bankers 
for the failure to publish adequate fi- 
nancial statements, is that the bank bal- 
ance sheet is so technical in character as 
to be wholly unintelligible to the aver- 
age depositor. In order to increase the 
comprehensibility, therefore, and also to 
save ummnecessary space, it has been 
thought necessary to condense the state- 
ment of condition to the point of ab- 
surdity and to omit all suggestion of a 
profit and loss statement. This argu- 
ment possibly had some weight prior to 
1920, but has very little to justify it 
now except time-honored precedent. 
The flotation of billions of dollars in 
liberty bonds, coupled with the great 
bull markets of the last decade, has made 
many, many bank depositors “security 
conscious,” and vast numbers of these 
people have learned to read financial 
statements with some degree of under- 
standing. That this process of educa 
tion will continue into the future can- 
not be doubted. 

Of greater significance to the banker, 
however, is the fact that the people who 
have learned to read bank statements 
are the local business men and capitalists. 
These individuals are the large depositors 
of the bank, whose balances account for 
the bulk of the deposit liabilities. For 
their own protection, such depositors 
not only study the bank's statement of 
condition but frequently submit the 
statement to a qualified expert for in- 
terpretation as well. In the last six 
months, the writer himself, although 
setting up no claim to rank as an ex- 
pert, has been consulted by at least two 
hundred individual depositors with re- 
spect to the current balance sheets of 
their banks. Many small depositors, it 
is true, make no attempt to read their 
bank’s statement of condition, but no 
sound bank dreads a run engineered ex- 
clusively by its small depositors. It is 
the withdrawal of the big deposit bal- 
ances which cripples. 

The financial statements published by 
banks are remarkably uniform as to con- 
tent. A greatly condensed statement of 
condition is published quarterly in a 
local newspaper, accompanied, possibly, 
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by a list of the officers and directors. 
No profit and loss statement ever ap- 
pears. Although the makeup of the 
statement of condition varies somewhat 
from bank to bank, yet it is uniformly 
characterized by extreme condensation, 
the smaller banks, especially, abbreviat- 
ing their statements to a point which 
obviates interpretation. The balance 
sheet presented below is quite typical of 
the factual information given to the de- 
positors of a commercial bank every 
three months. 


Statement of Condition of 
a Commercial Bank 
in San Antonio, Texas 
At close of business December 31, 1930 


RESOURCES 


Loans and discounts........ $8,165,601.82 

U. S. bonds and other securi- 
ties 

New building, furniture, and 
other real estate 

Customers liability on account 
of letters of credit 

Cash in vault and due from 


771,546.67 
2,977,969.27 
23,750.00 
3,914,965.44 


$15,853,833.20 
LIABILITIES 


Capital stock 

Surplus and undivided profits 
Letters of credit 

Deposits 


$2,000,000.00 
930,113.77 
23,750.00 
12,899,969.43 


$15,853,833.20 


Precisely what information can a care- 
ful depositor glean from this statement? 
In the first place, he can see that the 
bank has a “cash on hand to deposits 
ratio” of about 30 per cent. The in- 
stitution should therefore be able to 
withstand a considerable run, but, on 
the other hand, this large cash account 
is virtually a non-earning asset. In the 
second place, he can see that a loss 
write-off of $950,000 would impair the 
capital of the bank and might force it to 
close. In the third place, he can see 
that about two-thirds of the deposits are 
tied up in loans and discounts, and that 
all of the net worth is invested in real 
estate of some kind. And that is virtually 
all that can be learned from the state- 
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ment. But the depositor wants some in- 
formation as to what is likely to happen. 
He knows that the solvency of his bank 
depends directly on the quality of its 
loan portfolio, and no information bear- 
ing on this vitally important point is 
offered. The amount of “U. S. bonds” 
held is carefully concealed by lumping 
“other securities” with them, and the 
value of real estate upon which the bank 
has been forced to foreclose is effectually 
covered up by including with that ac- 
count the bank’s own building and fur- 
niture. Undeniably, the statement gives 
to the informed reader the impression 
that the bank has something to conceal. 


PROFIT AND LOSS 


No profit and loss statement is ever 
made. available to the depositors. At 
least the writer has never seen one pub- 
lished locally. Indeed, a depositor 
would have a difficult task to locate even 
the briefest profit and loss statement for 
his bank from any source other than a 
confidential interview with officers of 
the bank. Our banks, as a class, are the 
only large corporations in the country 
which fail to give the public any in- 
formation concerning their incomes and 
expenses. Not even in the corporation 
manuals are such essential statements 
available. An actual check of the banks 
listed in Moody’s 1931 Manual, Bank 
and Insurance Section, reveals that less 
than one-tenth had submitted any sort 
of profit and loss statement. The income 
statements, when found in the manual, 
were extremely abbreviated, most of 
them beginning with the account “net 
operating profit’ and omitting entirely 
the vitally important cost and loss items. 
The profit and loss statement presented 
below is typical of the more complete of 
these income statements. 


Profit and Loss Statement of a Commercial 
Bank in San Antonio, Texas 
For the year ending December 31, 1928 


$865,257 
619,293 


Gross earnings 
Expenses 

Net profits 
Dividends paid 


Surplus for year 125,964 
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As the education of depositors, es 
pecially of the larger depositors, pro- 
gresses with respect to bank statements, 
they are rapidly coming to realize that 
the quarterly statement of condition as 
now published indicates little or nothing 
as to the bank’s solvency. They are be- 
ginning to learn that the heart oi the 
bank is not its “cash on hand” and “sur- 
plus” accounts, but its loan and discount 
and investment portfolios. They are 
learning that large loss write-offs on 
these loans can wipe out overnight even 
the largest of surplus accounts. They 
are realizing that every failed bank in 
the United States has displayed a solvent 
statement of condition the day before it 
closed its doors. 


QUALITY OF LOANS 


Knowing the vital importance of the 
bank’s loan portfolio, it is but reasonable 
that informed depositors should speculate 
as to its quality. Having practically no 
factual information available upon which 
to base conclusions, they guess at the 
volume of bad loans carried on the 
books and try to estimate the amount 
of inevitable charge-off. They guess at 
the large loan lines outstanding and, 
from what they know personally of these 
individual borrowers, they appraise the 
chances that the loans will be paid at 
maturity. Rumors as to the solvency of 
the bank’s heavy borrowers travel like 
lightning, via the grapevine telegraph, 
from depositor to depositor. Many a 
run on a bank has been precipitated by 
mere suspicion that a large loan line 
was going “sour.” 

But why should the depositors be 
forced to guess at facts which vitally 
concern them and be prepared to run 
for cover at the slightest whisper of 
danger? The writer contends that the 
publication of standardized and reason- 
ably complete financial statements by 
the commercial banks will tend to re- 
store general confidence in our banks, 
despite the extremely bad present status 
of loan portfolios, and to overcome the 
present nervous timidity of depositors 
The term “reasonably complete financial 
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statements” means a balance sheet suf- 
ficiently detailed to reveal the diversifica- 
tion of the loan portfolio and to suggest 
its quality, and a profit and loss state- 
ment showing the significant income and 
cost items. Sample statement forms dis- 
playing what the writer regards as the 
necessary minimum of factual informa- 
tion are presented below. 


Suggested Form for Periodical Statement 
of Condition of a Commercial Bank 


RESOURCES 
Cash items 
Cash on hand.. 
Cash items in process of col- 
leCHON .4:5<:0% 
Deposits with other banks 
(other than legal reserve). 
Legal reserve account. 


Total cash items. 


Earning assets 
SEE FORMIO io: d daciose vives 
Banker's acceptances 
Commercial paper 
Free United States bonds and 
certificates 


Municipal and state bonds... 
Public utility bonds 

Railroad bonds.. 

Industrial bonds ; 
Stock of Federal Reserve Bank xxx 


Total earning assets other 
than local loans and 
discounts ... 


Local loans and discounts 

Loans secured by marketable 

collateral ..... 

Loans secured by chattel mort- 
gages ... ere 

Loans secured by real. estate 
mortgages . 

Loans without collateral security xxx 


xxx 


Total loans and discounts* xxx 

Bank plant 
Building less depreciation..... xxx 
Equipment less depreciation.. xxx 


Value of physical plant.. xxx 


Other assets 
United States bonds to secure 
CICUIMEON: .cccicee 


Xxx 


*Of the total loans and discounts, xxxx are 
eligible for rediscount at the Federal Reserve 


Bank; xxxx are overdue by 30 days or more; 
XXXX represent renewals. 


Redemption fund and premium 

account ‘ 
Accrued interest receivable. ... 
Foreclosed real estate 
Overdrafts g 
Customer liability account ‘of 

acceptances ... 
Miscellaneous . 


xxx 
Xxx 


eeeeeee 


xxx 


Total other assets...... 


Total resources..... 


LIABILITIES 


Current payables 

Accounts payable 
Rediscounts 

Cashier’s checks outstanding. . 
Certified checks outstanding. . 
Acceptances outstanding Xxx 
Accrued expenses Xxx 
Dividends declared and unpaid xxx 


xxx 
xxx 
xxx 
Xxx 


Total current payables... xxx 


Interest collected but unearned. . 
National bank note circulation. . 
Deposits 
Demand deposits 
Of other banks 
Of individuals 


Of governments 


Total demand deposits.. xxx 
Time deposits 


FOC GEpO6RS. ...0:006: Ex 


Reserves 
For taxes . 
For losses . 


Total reserves 


Capital account 
Paid in capital stock. 
Surplus 
Undivided profits 
Total capital and surplus xxx xxxx 


Total liabilities ...... XXXX 


Suggested Form for Periodical Statement of 
Profit and Loss of Commercial Banks 


Interest earned on loans and dis- 
counts .... 


Interest earned on bond invest- 


Interest earned on deposit bal- 


Total interest earnings. . 
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Exchange and collection charges 

Income from foreign exchange 
department 

Income from trust department. . 

Profits on securities sold 

Other income 


Gross income 
Less operating expenses 
Salaries and wages 
Interest paid on time deposits xxx 
Interest paid on demand de- 
posits 
Interest paid 
Depreciation 
Taxes 


Total operating expenses xxx 


Net operating income... 
Add recoveries on charged off assets 


Loans and discounts 
Bonds and securities 


Total recoveries 


Income available to meet 


Less loss charge offs 
On loans and discounts 
On bonds and securities 
On foreign exchange 


Total charge offs 
Net, available for divi- 
Dividends paid 


Carried to surplus or undivided 
XXXX 


It is not suggested that the above 
statements are ideal as to form and ar- 
rangement, for they could doubtless be 


improved in many ways. The writer 
does submit, however, that the factual 
information presented by these state- 
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ments is the minimum necessary to per- 
mit depositors to arrive at an intelligent 
appraisal of the bank’s position. 

Of the two financial statements, the 
more significant one from the depositor’s 
viewpoint is the profit and loss state- 
ment, which indicates the general results 
achieved by the management. The abil- 
ity of every corporation to survive is 
dependent on its ability to earn profits 
and to absorb temporary losses. A rea- 
sonably complete profit and loss state- 
ment informs the depositors as to this 
vital point and, at the same time, sug- 
gests the quality of the loan portfolio 
through “interest earnings” and “loss 
charge offs.” In fine, it submits the 
bank’s operating policies and the results 
realized therefrom to review and criticism 
by the depositors. Banks which are able 
to show satisfactory operating results, 
and no others should long be in opera- 
tion, will enjoy the confidence of their 
depositors, whose opinions will be gov- 
erned by facts rather than wild rumors 
as at present. 

The objection to the publication of 
revealing financial statements will natu- 
rally come from the weaker banks, which 
feel that they dare not make such revela- 
tions to the public. It is the weak banks 
which are responsible for the present 
pressure on the commercial banking sys- 
tem, and they will doubtless continue 
for some time to serve as a heavy drag 
on the strong banks. But the day is 
surely coming when depositors will re- 
fuse to do business with commercial 
banks wholly on blind faith in the man- 
agements and when the sound banks, in 
sheer self-defense, will be compelled to 
publish adequate financial statements. 
Those bankers who possess the courage 
to make the first break with tradition 
will, as always, realize the greatest re- 
wards. 





Banking — Business or Profession ? 


Is a Profession Because It Is a Business, and Business 
Is a Profession 


By L. DouGLas MEREDITH 
Assistant Professor of Economics, University of Vermont, Burlington 


build a high fence between them- 

selves and the public which does 
business with them that many bank cus- 
tomers have not yet outgrown the feel- 
ing that bankers recognize only those 
customers who approach on bended knee 
and beseech aid with outstretched arms. 
Many of those bankers who are to blame 
for the creation of this attitude greatly 
delight in justifying their Midas-like 
exclusiveness by relegating banking into 
the category of the professions and then 
spend much of their time extolling the 
merits of their profession. 


Bees tended for so long to 


Third, it is an occupation in which the 
amount of the financial return is not the ac- 
cepted measure of success.* 


Perhaps some persons will object that 
banking does not possess the last of these 
attributes but Mr. Justice Brandeis 
further said, concerning financial return: 


True, in business the earning of profit is 
something more than an incident of success. 
It is an essential condition of success; be- 
cause the continued absence of profit itself 
spells failure. But while loss spells failure, 
large profits do not connote success. Success 
must be sought in business also in excellence 
of performance; and in business, excellence of 


“The tragic experiences with bank failures during the last 
decade have forcefully brought bankers to the realization, that, 
despite its professional standards, banking remains first and fore- 


most as a business.” 


Surely, banking is a profession when 
measured by the tests applied to an 
occupation by Justice Louis D. Brandeis 
to determine whether or not it possesses 
professional attributes. These tests were 
presented in an address delivered at 
Brown University, Commencement Day, 
1912, and published in System in Octo- 
ber of that year. In this address Mr. 
Justice Brandeis defined a profession. 
The learned justice established three at- 
tributes of a profession, as follows: 


First, a profession is an occupation for 
which the preliminary training is intellectual 
in character, involving knowledge and to 
—_— extent learning, as distinguished from 
SKIL, 

Second, it is an occupation which is pur- 
sued largely for others and not merely for 
one’s self. 


performance manifests itself, among other 
things, in the advancing of methods and 
processes; in the improvement of products; in 
more perfect organization, eliminating friction 
as well as waste; in bettering the condition of 
the workingmen, developing their faculties 
and promoting their happiness; and in the 
establishment of right relations with customers 
and with the community. 


Thus, bankers find satisfactory war- 
rant to regard their occupation as a 
profession. But—banking is a profes- 
sion not because it alone possesses such 
necessary attributes but rather because 
business is a profession and banking is a 
business. 


*These quotations also found in Gersten- 
berg, C. W., Principles of Business, fifth re- 


vised edition. 
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A DIFFERENT SITUATION 


This reasoning places the banker, 
proud of his profession, in a situation 
entirely different from that in which the 
old school of bankers found themselves. 
Those “knights of nobler days” were 
prevented by their profession from 
adopting many advanced business 
methods. The banker was first; the 
customer was last. The granting of a 
loan fell in the category of favors rather 
than being construed as a sale. The pro- 
fessional status precluded advertising or 
solicitation of business but decreed that 
the banker wait for customers to come 
beseechingly to his knee. Bankers of 
that type gave no heed to “serving” but 
thought only of “accommodating.” In- 
stead of setting the pace for progressive 
business institutions of the community, 
the banker took pride in his ultra-con- 
servatism, his leaning-backward, his _re- 
luctance to adopt new methods and 
practices. This type of professional 
banker felt endowed with the “right” 
to remain in business instead of feeling 
accorded a “privilege” to conduct his 
business. 

The old and antiquated sooner or later 
beats a retreat before the slow but sure 
advance of the new. Likewise, this old 
attitude of bankers has slowly more 
widely given way to the concept of 
banking as a business with its concomi- 
tant implications. 

To construe banking as a business, in 
the true sense of the word, decrees ac- 
ceptance of certain fundamental prin- 
ciples found in every business. 


FUNDAMENTAL PRINCIPLES 


Banking, in the first place, is essen- 
tially a quest for profits. It consists of 
rendering certain services embracing a 
rather wide variety which the banks sell 
to customers. The expenses of conduct- 
ing the business must be deducted from 
the receipts from services sold and the 
balance results as either profit or deficit. 
The conduct of the business necessitates 
extensive risk-taking. The bank sub- 
stitutes its better-known credit for credit 
not so well known and, in doing so, as- 


sumes risk. The bank sells credit, that 
is, makes loans of varying-length terms 
and again assumes risks for which it is 
compensated. The banker becomes 
essentially a risk-bearer. Paradoxically, 
the more eagerly the banker seeks profits 
by taking greater risks, the greater the 
danger of loss. The banker must he 
satisfied with as large a profit as is com- 
patible with conservative risks and may 
increase his profit by reduction of costs 
or a greater volume of business. 

Secondly, the fact that banking is a 
business indicates that failures will in- 
evitably occur. Laws designed to reduce 
failures to a minimum function rather 
well in some states but the only methods 
of eliminating individual failures rest in 
either state conduct of banking or else 
state guaranty of bank liabilities. State 
banking is inconsonant with our present 
capitalistic order while experience with 
state guaranties ever since trial by New 
York in 1829 and emphasized by the 
more recent experiences of several west- 
ern states soon relegated such practice 
into discard. 

Bank failures coincide not solely with 
depressed business conditions but tran- 
spire in years of relatively high degrees 
of prosperity. The 2290 failures of 
1931 undoubtedly suffered aggravation 
from depressed conditions but, during 
the eleven years from January 1, 1921, 
to January 1, 1932, bank failures aver- 
aged slightly less than 838 per year, the 
smallest annual totals being 354 in 1922 
and 491 in 1928. Bank failures will un- 
doubtedly continue to occur in varying 
numbers just as industrial and commer- 
cial failures will continue. 

Thirdly, acceptance of the two pre- 
ceding implications resulting from recog’ 
nition that banking is a business leads to 
the third implication. Bankers must 
recognize that the competition to make 
greater profits and to escape mortality 
necessitates resort to every opportunity 
which will in any way expedite the con- 
duct of the business. The business of 
banking and the profession of business 
require knowledge. learning, intelligence, 
character, and skill in order to achieve 
success. 
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Many bankers will agree with all of 
the general statements made above but 
when employes or counsellors advance 
specific suggestions by which to put the 
third implication into operation, these 
same bankers will hastily retract or 
modify their agreement. Nevertheless, 
many accept this implication and pro- 
gressively direct their institutions by fol- 
lowing many or all of the practices sug- 
gested below. 

(a) Banks require highly-trained 
employes. The old rule of advancing 
into high bank positions after comple- 
tion of a brief business college course 
and then awaiting the demise of one’s 
superiors no longer serves as a_prac- 
tical principle of banking. In the first 
place, a brief business college or high 
school course without further study, 
formal or informal, fails adequately to 
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new business and which will reduce cost; 
he must evaluate new conditions in order 
to properly appraise their significance. 
He must constantly delve into the past 
to detect his own errors and those of his 
predecessors and, at the same time, must 
keep abreast of developments of the pres- 
ent, correlating and reconciling the les- 
sons of the past with modern progress in 
so far as compatible with sound banking. 

(c) Bankers are coming more gen- 
erally to appreciate the significance of 
cost accounting and analysis to their 
business. The cost of a service must be 
known before that service can be sold 
at a satisfactory price. Rendering of a 
limited number of free services may 
properly fall in the category of devices 
designed to obtain new business but that 
does not justify continued tolerance of 
accounts which constantly bring losses 


banking is a profession not because it alone possesses 


such necessary attributes but rather because business is a pro- 


fession and banking is a business.” 


prepare men and women for advance- 
ment within a bank. Either more ex- 
tensive training must precede commence- 
ment of duties or else preliminary train- 
ing requires augmentation by additional 
University extension courses, 
ight schools, correspondence courses, 
and American Institute of Banking 
courses provide opportunities for further 
training. In the second place, although 
the seniority rule is still followed to a 
great extent by many banks in advanc- 
ing employes, it is not a sound principle 
to follow. The man to fill a vacancy is 
not necessarily the man who has waited 
fifteen years for the vacancy to occur 
but the available man who can best fill 
the place even though he has not previ- 
ously been in the employment of the 
bank. 

(b) The banker needs ingenuity. 
He must abandon the old fallacy that 
the banking business of today is the 
same as it was ten or twenty years ago. 
He must devise methods which will gain 


to the bank. Adequate comprehension 
of the value of cost analysis enables 
bankers to concentrate on most profit- 
able types of business and to bolster 
those departments incurring losses or 
else dispense with them. The aim of 
the banking business to obtain profits 
generally precludes continued operation 
of departments which fail to show a 
profit over a reasonable period of time. 

(d) Advertising is a most effective 
tool for all businesses, whether banking, 
retailing, or manufacturing. It is one 
of the links which connects the bank to 
the public and, in order to obtain its 
greatest effectiveness, requires study and 
specialization. The idea too commonly 
prevails that any employe, if given a 
little time, can write copy and devise 
new business plans which will achieve 
results. Financial advertising constitutes 
a specialized branch of the larger field 
of advertising and no bank should en- 
trust its advertising to an inexperienced 
clerk but instead should retain a com- 
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petent bank advertising man on the staff 
or competent agency counsel. 

(e) The banker cannot separate his 
business from the marketing process. 
The services which he has for sale—the 
loaning of money, the rental of safe de- 
posit boxes, acceptance of deposits, ren- 
dition of trust services—all must be 
marketed. To market properly and 
effectively the stock-in-trade of his in- 
stitution, the banker must consider the 
various methods by which his products 
more readily attract purchasers. Bank- 
ers may well profit from the practices of 
life insurance companies in writing vari- 
ous forms of contracts designed to ap- 
peal to prospects with special force. 


The tragic experiences with bank fail- 
ures during the last decade have force- 
fully brought bankers to the realization 
that, despite its professional standards, 
banking remains first and foremost as a 
business. The competitive situation re- 
sulting demands utilization of modern 
business methods and each banker must 
perceive this fact. Alertness in evaluat- 
ing modern methods and employment of 
them to utmost advantage assures bank- 
ers that they need have little fear of 
competition and should assure those of 
the older school that thereby they more 
closely approximate professional stand- 
ards, according to the tests applied by 
Mr. Justice Brandeis. 


Chicago Bank Asks Customers to Withdraw 
Their Deposits 


"T scwsoae an old saying among 


newspaper men that when a dog 

bites a man, it’s not news, but 
when a man bites a dog—that’s news. 
By this definition, the recent action of 
the Unity Trust & Savings Bank of Chi- 
cago is news. 

For, in the year 1932, when depositors 
are running to their banks asking for 
their money, and bankers are busy is- 
suing statements about the soundness of 
their institutions, this Chicago institu- 
tion has sent out a letter to its depositors 
explaining that its deposits have shrunk 
to one-fourth what they were only a 
short time ago and asking that the de- 
positors come in promptly and take out 
their money so that the bank can close. 

Here is the letter, which went out as 
of March 10, over the names of the di- 
rectors: 


Dear Depositor: 

A bank cannot be run without depositors 
and deposits. It is not fair to stockholders 
to allow them to keep their money invested 
when there is no possible chance to provide 
a fair return for their investment. 

A short time ago Unity Trust & Savings 
Bank had deposits of nearly a million dollars. 
On that basis the bank was operated profit- 


ably. Today, deposits have shrunk to less 
than one-quarter of a million dollars. <A 
SUM GREATER THAN THIS IS REPRESENTED 
BY THE CAPITAL STRUCTURE OF THE BANK. 
It is a physical impossibility to even make 
expenses on this basis. 

The bank’s Board of Directors has there- 
fore decided to bring an end to this steady 
seepage of deposits. Instead of allowing de- 
positors to come in a few at a time and 
withdraw portions of their balances, thereby 
necessitating the sacrificing of sound securi- 
ties in order to provide the cash to meet their 
demands, the Board of Directors has agreed 
to LIQUIDATE deposits in their entirety. UNity 
Trust & Savincs BANK WILL THEREFORE 
PAY ALL OF ITS DEPOSITORS THE FULL 
AMOUNT OF THEIR BALANCE NOW IN CASH. 

We ask that you come in promptly and 
accept the full amount you have on deposit 
in this institution. 

To those depositors who have remained 
with us—you and 2200 others—we voice our 
sincere appreciation for the loyalty, confidence 
and patronage shown to us through the years 
that have followed the founding of this bank. 
Were ALL our depositors as loyal as you have 
been, this community could continue to have 
the full financial facilities it has need for. 

In deciding on this unusual means of meet- 
ing a frenzied public's demand, officers and 
directors of Unity Trust & Savings Bank are 
showing the same loyalty to you that you 
and other remaining depositors have shown 
in us. Sound Chicago banks are worthy of 
the same faith you have shown in this bank. 
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Calling in the Accountant 


Certified Audit an Aid to Bank in Granting Credits —Its Use 
Growing 


By FREDERICK H. TURNBULL 
Assistant Vice-President Webster and Atlas National Bank, Boston 


NE of the first principles of bank- 
() ing is that the best investment 

for depositors’ money is good, 
short-term, commercial paper. Recent 
experiences of the depression have 
demonstrated this fact with hard and 
practical lessons by showing what hap- 
pens to those who disregard it. Per- 
haps the boom would never have been 
so great, nor the depression so severe, if 
commercial bankers generally had con- 
fined their operations more closely to 
strictly commercial banking. While the 
investment of funds in a diversification 
of commercial loans is safe and liquid, it 
is not always profitable, however, be- 
cause it is no easy task to manage them 
well enough to keep the credit losses 
from wiping out the small profit remain- 
ing after the expenses of watching the 
risks. 

We do the best we can with our 
credit departments, letting out millions 
of dollars at low interest rates to a 
variety of manufacturers, wholesalers 
and retailers of every size and type, and 
we must try to do so without having to 
charge off on bad debts more than a 
fraction of 1 per cent., because the 
average interest collected may be only 
about 414 per cent. It is comparatively 
easy for a banker in a small community 
to know his borrowing customers and 
follow their activities, but for a metro- 
politan banker it becomes much more 
complicated, with modern conditions of 
competition and rapid change adding to 
his difficulties. 

In judging new risks and watching 
the safety of loans it is first essential for 
us to have thorough and correct informa- 
tion, with frequent financial statements. 
To be sure our information is correct 
and our figures complete, we have been 


depending more and more on the reports 
of certified public accountants. Though 
he may have the very best intentions, a 
borrower may not know how to furnish 
proper figures without the assistance of 
outside accountants, and those few in a 
bank who may be trained to go over a 
borrower’s books are unable to give 
enough time to every case. Accounting 
training is necessary and an accurate and 
comprehensive accounting survey is de- 
sirable as a basis for loaning. The ex- 
pense of hiring a force of trained men 
who could make such surveys for almost 
all the loans of a bank would, of course, 
be prohibitive. This is true for large as 
well as small banks, because the work 
varies in proportion to the amount of 
business. It is, therefore, natural that 
we should want audit reports when we 
can get them. Commercial loans are 
much more desirable when supported by 
the reports of good certified public ac- 
countants. 


CERTIFIED AUDITS 


The use of certified audits as an aid 
in credit granting is a well established 
custom and probably has been as long as 
there have been bookkeepers. But from 
what some older bankers tell me, it is 
my impression that the practice has been 
growing constantly. I am sure that we 
have been making quite noticeable prog- 
ress during the last few years. In my 
bank (the Webster and Atlas National 
Bank of Boston) it is a rule, seldom 
broken, that notes purchased through 
commercial paper brokers must all be 
with audited financial statements. We 
also have a rule which is still an un- 
realized ideal, that all borrowers whose 
unsecured loans exceed a certain amount 
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should furnish satisfactory audited 
figures. The Robert Morris Associates, 
which is the bankers’ organization of 
credit men, has created committees in its 
various chapters to further the co-opera- 
tion of bankers and accountants. Much 
good is coming from this, especially in 
the direction of standardized accounting 
reports, and accountants are teaching 
bankers how to understand their reports 
while they learn at the same time many 
ways in which they can improve their 
work and make it more valuable to their 
clients. 

The ideal standard audit report is 
being worked on by accountants, with 
first consideration being given to its suit- 
ability as financial information for the 
credit analyst. These reports are clear 


exactly what verification or checking of 
the receivables has been done. 

The merchandise is entered at cost or 
market, whichever is lower, and so 
stated, and the comments describe the 
taking of the inventory, whether by the 
auditor, and, if not, to what extent the 
figuring and values have been checked. 
The inventory is also subdivided into 


‘classes and any part pledged by trust 


receipt against acceptances payable 
under letter of credit or held as security 
in any other way is set up accordingly, 
while if goods on trust receipt cannot be 
identified, that fact is mentioned in the 
comments. The payables are also de- 
scribed and any commitments or con- 
tingent liabilities are set up outside the 
statement itself where they cannot be 


“The value of a good accounting connection reaches its greatest 
height only when close co-operation is developed between the 


banker, the accountant and the borrower. 


The greatest benefits 


are obtained by bringing the accountant actively into the- original 


negotiations for a borrowing account and then getting him to act 
as a sort of liaison officer between the banker and the borrower.” 


and specific and drawn up covering all 
points so that the meaning of each state- 
ment of fact is never in doubt. The 
certification is a full certification or a 
qualified certification and the meaning is 
made precise. Comments cover the 
qualifications of the audit and the ex- 
tent of the work done and also any items 
in the statements which cannot be ade- 
quately described in the statement itself. 
The items in the balance sheet and profit 
and loss statement are also exact and de- 
scriptive. “Accounts Receivable” are 
“for merchandise sold and not assigned 
or pledged” and such other receivables 
as advances to salesmen or officers and 
accommodation notes are set up sepa- 
rately from the trade receivables and 
outside of the current assets. Accounts 
receivable are analyzed by age in the 
comments and an opinion is expressed 
regarding the adequacy of the reserve 
for bad debts. The auditor also states 


missed. Reserves show plainly what 
they are for and all liabilities, even pos- 
sible liabilities through pending lawsuits, 
are covered as direct debts or reserves. 


PROFIT AND LOSS STATEMENT 


The profit and loss statement is de- 
tailed and covers everything from gross 
sales to net profit without skipping over 
the trading or manufacturing statement 
by simply deducting a total “Cost of 
Goods Sold.” The profit and loss state- 
ment in a thorough financial report is 
just as important as the balance sheet, 
because neither one really means very 
much without the other. Proper credit 
analysis requires both. Comparisons 
with preceding periods are also desirable 
and are made by setting up columns 
side by side with both the balance sheet 
and profit and loss items, with descrip- 
tion of the increases and decreases. A 
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reconciliation of the surplus account at 
the beginning and end of the period is 
also included with description of all ad- 
justments, dividends or changes in 
capital. 

Any one who has had experience with 
inadequate or misleading financial re- 
ports will appreciate the value of those 
which are properly drawn up. I have 
in mind more than one case when a 
balance sheet audited by accountants in 
good standing has included in the item, 
“Accounts Receivable,” a total of all 
accounts, whether for merchandise sold 
or for personal advances. I can remem- 
ber one rather sketchy report in which 
a mark-up in valuation of plant was in- 
cluded in “Other Income” in such a way 
that the company showed a profit instead 
of a loss. More often the difficulty is 
that the banker gets a report which, 
though not definitely misleading, fails 
to cover the ground thoroughly; and 
usually this is no fault of the accountant, 
who is naturally willing and anxious to 
do a thorough job. Sometimes a bor- 
rower will have a full audit report made 
for himself and get the auditor also to 
set up a separate certified balance sheet 
for him to give to his bank. The banker 
may then have to be content with just a 
balance sheet, with perhaps an approxi- 
mate total figure for sales. 

It is not necessary in most cases for 
borrowers to have “complete” audits 
with physical inventory taken by the 
accountants. Ordinarily a limited audit 
with a qualified certificate is enough to 
satisfy the banker. The requirement 
should usually involve examination on 
the part of the auditor which will be 
enough to enable him to express the 
conscientious opinion that, subject to 
comments, the statements reflect a true 
picture of the financial condition of the 
company. And the comments may then 
describe the qualification by stating that 
the receivables were not all verified with 
customers, but were checked by pay- 
ments received during the period of the 
audit and tested in individual cases. 
And the inventory may be described as 
taken by the company employes under 
the auditors’ supervision with values 





tested and footings and computations 
checked. A detailed profit and loss 
statement will be included and every- 
thing else can be covered so that the re- 
port will be entirely adequate from the 
banker’s point of view without involving 
more than a moderate amount of work 
or expense as compared with a complete 
audit. 
A LONG WAY TO GO 


Much progress has been made, but we 
still have a long way to go. Accountants 
can do a lot of missionary work but most 
of it will have to be done by the bankers 
themselves. The great difficulty is in 
getting many commercial borrowers to 
see the advantages of bringing their 
bankers full audited figures and having 
the benefits of the auditors’ services for 
themselves. It is the banker’s old prob- 
lem of winning the full confidence of 
the borrower. Sometimes it seems en- 
tirely proper and natural for the banker 
to ask for any sort of information, but 
there are many times when a suggestion 
that an audit is desirable would offend 
the borrower's pride in his credit. These 
are often good depositors whose loans 
are entirely desirable in all ways except 
for the lack of proper information. 

Competition between banks works 
against getting adequate. information. A 
customer may change banks if he thinks 
his credit standing is not properly ap- 
preciated. More than once I have come 
in contact with cases where a proper 
audit has been recommended by one 
bank and another bank has taken the 
borrowing account without it. And 
yet, whether it considers it good policy 
to ask for a statement or not, I am sure 
any bank would feel much better with 
properly audited figures. When it is sug- 
gested to a borrower that he should have 
his books audited, it is likely to be his 
first thought that the bank lacks confi- 
dence in him and wants to check the 
conservatism of his statements. This 


may be the main reason in some cases, 
of course, but it is more often because 
the bank feels that it should have a closer 
knowledge of his business in order to 
give more intelligent banking service. 
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The desire for economy also makes 
many business men hesitate to incur the 
expense of auditors’ services, and it is 
not easy to convince them that this is 
usually false economy, especially for 
those who require credit, though there 
are plenty who can testify that their 
accountants have more than made up for 
their fees by aiding them in their man- 
agement in one way or another. If all 
commercial borrowers could be led to 
realize how much their accountants and 
bankers may be able to do for them 
through the intelligent use of accounting 
service, I doubt if there are many who 
would be deterred by any consideration 
of economy. 

The chief difficulty is undoubtedly the 
fear of offending the pride of the bor- 
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count and then getting him to act as a 
sort of liaison agent between the banker 
and the borrower, aiding the borrower 
in describing his condition and require- 
ments, and acting as an outside repre- 
sentative of the bank in following the 
affairs of the borrower. Right at the 
start, if the borrower is ready to con- 
sider it, it might be suggested to him that 
he instruct his accountant to give his 
banker all information, with freedom to 
make any comments or recommenda- 
tions or express his opinion without re- 
striction. The accountant is employed 
by the borrower and naturally keeps his 
professional confidence, only giving out 
such information as his client permits. 
The good business man who has nothing 
to hide, and who is willing to take into 


“This is a very favorable time for spreading the gospel of 
proper accounting. We must still work with tact and patience, 
but we should make the most of conditions as we find them and 


do what we can to bring about the general acceptance of certified 
audits as a regular requirement in credit granting.” 


rower, but this becomes less of an ob- 
stacle with conditions as they are today. 
The average borrower is now in a more 
receptive frame of mind and the banker 
is thinking less about competition for 
business and more about proper care of 
the risks he already has. This is a very 
favorable time for spreading the gospel 
of proper accounting. We must still 
work with tact and patience, but we 
should make the most of conditions as 
we find them and do what we can to 
bring about the general acceptance of 
certified audits as a regular requirement 
in credit granting. 

We should also do more than just ask 
for an audit report. The value of a 
good accounting connection reaches its 
greatest height only when close co-opera- 
tion is developed between the banker, 
the accountant and the borrower. The 
greatest benefits are obtained by bring- 
ing the accountant actively into the 
original negotiations for a borrowing ac- 


his confidence the banker who provides 
his current funds, really thas nothing to 
fear in allowing this arrangement. Of 
course this can only be done now in a 
limited number of cases, but if it could 
be made a more generally accepted cus- 
tom, such a suggestion would become 
less surprising and therefore less disturb- 
ing. There would still be many occa- 
sions when it would be better for the 
banker not to try to bring about such a 
triple co-operation, but it would seem 
more natural to bring up the subject in 
those cases which need more attention 
than the banker is usually able to give 
them. 
PERIODICAL REPORTS 


When the accountant has been given 
instructions by his client which allow 
the desired latitude, the banker can then 
go into the details of the business with 
his guidance, and the three parties can 
then determine what sort of periodical 
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reports should be made. They can also 
go over the cash needs of the business 
together and plan so as to take care of 
these properly. Mistakes and misunder- 
standing between the borrower and the 
banker will then have much less oppor- 
tunity to occur, because the banker will 
have a better knowledge of the facts at 
all times and will consequently be better 
able to advise and serve the borrower. 
And the varied experience which a com- 
mercial banker acquires every day with 
the financial problems of many borrow- 
ers does train him so that he can often 
give very valuable financial advice when 
he is well acquainted with the facts of 
a situation. A borrower may be a low 
cost operator and a good business-getter 
and still get into financial trouble with- 
out realizing until it is too late and, 
without keeping in close contact, the 
banker may not be aware of any un- 
sound tendency before it does a lot of 
harm. By keeping close contact through 
the borrower’s accountant, however, the 
banker can make up for his own limita- 
tions to some extent and learn about 
such an unsound tendency soon enough 
to warn his customer. 
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Unfortunately this arrangement for 
close contact with the assistance of ac- 
countants is more often resorted to only 
when the borrower has become involved 
in an unsatisfactory financial condition. 
Perhaps he has loaded up too much in 
merchandise which moves slowly, or has 
depleted his current assets by larger in- 
vestments than he can afford in machin- 
ery or other slow assets. Then, if earn- 
ing power remains and it appears pos- 
sible to work out of the difficulty, the 
accountant is set to work to budget the 
business and becomes a very important 
factor in carrying out the long thawing- 
out process. How much better it would 
be if the borrower and the banker were 
brought closer together from the begin- 
ning. It would seem reasonable to sup- 
pose that many frozen loans and com- 
mercial failures could be prevented 
through the closer contact which may be 
attained by employing accountants in 
this way. Surely, anything which we 
can do to help establish the custom of 
making the best use of the services of 
good accounting firms will do a great 
deal to increase the attractiveness of a 
bank’s investment in commercial loans. 





What They Say 


BANKERS’ RESPONSIBILITIES 


“Bankers, financial institutions and 
financiers must assume the responsibili- 
ties which go with the dominance they 
have attained. They have no leadership 
now, and they must develop a leader- 
ship in which humanity will be a vital 
factor. The leadership of Charlemagne, 
the de Medici’s and Napoleon failed be- 
cause they lacked humanity. Mankind 
is more important than money, and it is 
up to the banks to interpret themselves— 
through publicity—to the public.”— 
Lucius D. Mahon, vice-president Newell- 
Emmett Co. 


POLICIES OF RUIN 


“For years the economic experts in 
Europe have been advising the European 
nations that if they continued to follow 
certain policies relating to reparations 
and other matters, they would run into 
ever-accumulating disaster. The nations 
have taken no notice and have continued 
to follow policies of ruin. It is the poli- 
cies of ruin which have been most popu- 
lar with voters, the policies of salvation 
against which it has always been easy to 
arouse popular prejudice. Unless greater 
wisdom becomes possible our civilization 
will be engulfed.”.—Sir Norman Angell, 


British economist. 


THE GOLD STANDARD 


“It must be manifest to anyone who 
considers the subject that no metallic 
standard can remain operative if the 
great creditor nations act in such a way 
as to create a corner in the metal. If 
they do not re-lend the surplus on their 
balance of international payments, gold, 
the only ultimate medium of payment, 
must flow into their vaults in a continu- 
ous stream. The debtor countries, un- 
able to obtain additional credit and con- 
fronted with default, are forced to fling 
their products on the world market at 
any price. The catastrophe is inevitable 
and spreads from country to country so 
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long as debts have to be paid in a stead- 
ily appreciating medium. The present 
distress is an acute manifestation of this 
process, and the question is inevitably 
asked whether gold is forever to remain 
the standard of money values, however 
well or ill it is made to work.”—The 
Right Hon. Reginald McKenna, chair- 
man Midland Bank, Ltd., London. 


BUSINESS BETTER! 


“Business conditions are genuinely 
better in March than they were in De- 
cember, or January, or February, despite 
the fact that business activity is not 
greater now than it was then. The im- 
provement is in the fundamentals rather 
than on the surface. It is present in 
fact, even although it is to but slight 
degree reflected in the figures. In recent 
weeks there has been a long series of 
developments that are either directly 
conducive to business improvement or 
are safeguards against continued decline. 
Even a partial list of them makes an 
impressive array.”—Colonel Leonard P. 
Ayres, vice-president Cleveland Trust 
Company. 


STRAIN RELIEVED 


“Financial strain which prevailed all 
of last fall and through January has 
been relieved to a marked degree in 
February and March. This is due, in 
large measure, to the Administration’s 


reconstruction efforts. The outward re- 
sults are seen in a sharp falling off in 
the number of bank failures and a 
moderate decrease in the amount of cur- 
rency in circulation. A close relation 
has existed between bank suspensions 
and currency circulation. When bank 
failures have increased, currency has 
expanded and vice versa. It seems prob- 
able, therefore, that easier banking con- 
ditions will be followed by decline in 
the hoarding, of money.”—Wéalter Kas- 
ten, president Wisconsin Bankshares 
Corporation. 





The Growing Burden of Taxation 


By MELvin A. TRAYLOR 
President of the First National Bank of Chicago 


N Associated Press dispatch under 
date line, Frankfort, Ky., Febru- 

ary 23, 1932, announcing my ac- 
ceptance of your very flattering invita- 
tion to address this joint session of the 
Kentucky Legislature, added, “The in- 
vitation was sent to Traylor along with 
other persons mentioned as potential 
Democratic nominees.” Allowing for 
the margin of error which may have en- 
tered into the inter- 
pretation of the pur- 
pose of the invitation, 
my acceptance has ap- 
oarently been received 
in certain quarters as 
an indication of an 
attitude on my part 
which I am most anx- 


ious to dissipate. 
I confess having 
been something of a 


day-dreamer all my 
life, but I can hon- 
estly say that in my most brilliant ex- 
cursions into the realm of “what might 
be,” I have never included the romance 
of high political office. For more than a 
quarter of a century now I have been 
endeavoring to qualify in some degree 
as a banker, and while the events of the 
last few months have thoroughly con- 
vinced me that perhaps a moderate 
farmer has been spoiled in the making 
of a less moderate banker, I am still very 
much in love with my chosen work and 
have no desire or ambition to desert it 
for the spot-light of the political arena. 
It would be untrue to say that when 
the suggestion of political favor for me 
was first made by my Texas and then by 
my Kentucky friends, I did not suffer 
from an acute case of inflated ego. No 
normal American could be other than 
pleased that his friends should think of 
him in such terms. The very proposal is 
an honor of which anyone should be 


HE accompanying address, 

which Mr. Traylor delivered 
before a joint session of the 
Kentucky Assembly, should be 
of interest to his fellow bankers 
not only because of what he has 
to say on the very moot subject 
of taxation but because of his 
significant statement concerning 
his possible candidacy for the 
Presidential nomination. 


justly, but humbly proud. I am, but 
my ambition does not lie that way. 
Therefore, I am sure my friends of Ken- 
tucky, Texas and elsewhere will under- 
stand and appreciate my position when 
I say, you have made me very happy. 
I am grateful; but I have not been, am 
not now, and do not expect to become 
a candidate for political office. 

As to the less romantic but none the 
less vital subject of 
taxation, upon which 
in your resolution of 
invitation you ask me 
to speak, it is much 
like Mark Twain's 
observation regarding 
the weather, “a great 
deal of conversation 
and very little being 
done.” 

I wonder if it has 
ever occurred to you 
that before the in- 
dividual, the corporation, industry, com- 
merce, or any of the other activities that 
make up the economic structure of this 
great country can earn one dollar for 
those interested, they must contribute ap- 
proximately $33,000,000 per day for 
each working day in the year for the 
support of the state and local govern- 
ments, and approximately $13,000,000 
per day in addition for the support of 
the Federal Government. Translated 
another way and based upon the esti- 
mated total annual income of $70,000,- 
000,000 for the United States from all 
sources for 1930, approximately twenty 
cents out of each dollar, or $14,000,000,- 
000 of this total annual income, is re- 
quired solely to carry on the machinery 
of our multiple governing bodies; and 
further, the tax bill is approximately 
$110 annually for every man, woman 
and child in the United States proper. 

Compare this tax bill of $14,000,000,- 
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000 with certain major items in our na- 
tional income. It exceeds by $2,000,- 
000,000 the gross farm value of all agri- 
cultural production—crops and _ live 
stock—in the United States in 1929. It 
is only 7 per cent. less than the total 
salaries and wages paid in 1929 to 10,- 
178,000 officers and employes of over 
210,000 manufacturing establishments in 
the United States. 


PEOPLE RESPONSIBLE FOR HEAVY TAXES 


What brought about this condition, 
and who is responsible? The condition 
exists, I think, in a large measure be- 
cause we, the people, permitted it, and 
we, the people, are responsible; for after 
all, government in this land of ours, 
whatever else we may say about it, is by 
and large the shadow of public will, and 
the tax burden of today is largely the 
result of public demand. We have called 
upon our governments for this service 
and that, for this luxury and the other 
—not counting the cost and ignoring 


our ability to pay—auntil now it is per- 
fectly evident that during the joyride of 
the last decade our Pegasus of Govern- 
ment has thrown a shoe and has gone 


exceedingly lame. I do not know if still 
“Under the spreading chestnut tree the 
village smithy stands.” Probably in his 
place there is a gasoline filling station or 
a garage, but there is no mistaking the 
fact that we, the people, and our gov- 
ernment horse need a shoe—designated 
by number it should be a big one, per- 
haps a number twelve. However, a bet- 
ter designation, I think, would be in 
quality, for such a shoe should combine 
efficiency, thrift and economy, three es- 
sentials which should be practiced first 
in the home, then progressively developed 
in our local and state affairs and finally 
in the Federal Treasury. 


QUESTION PRIMARILY ONE OF REDUCING 
EXPENDITURES 


When we have completed our task, I 
believe we shall discover that the ques- 
tion of taxation, aside from the question 
of revenue for the payment of existing 
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debts, is primarily one of reducing future 
expenditures. This objective will not be 
accomplished unless there is a drastic 
change in the public attitude toward 
government responsibility. In other 
words, we cannot continue to demand of 
our governmental agencies that they per- 
form for us the increasing number of 
things we have been requiring of them 
in the past—things we should do our 
selves—and at the same time expect those 
responsible for government to reduce the 
cost of its administration. 

The tendency of the states to request 
or permit the assumption by the Federal 
Government of the exercise of functions 
which should be forever sacred to the 
states is alarming in the extreme and has 
already resulted in the building-up of a 
bureaucracy in Washington at once ex- 
pensive and inefficient, and calculated in 
the end to rob the states of the sover- 
eignty which the founders of our Gov- 
ernment intended they should forever 
maintain. In a large way this tendency 
cannot be laid at the door of the Federal 
Congress, but is directly traceable to the 
abject surrender by state administrations 
of those rights and duties which they 
should maintain, but which they, and 
sadder still to relate, the people, shame- 
lessly implore the Federal Administra- 
tion to assume. 

SEDUCTIVE FALLACY OF FEDERAL AID 

The seductive fallacy of Federal aid 
seems to dull the senses and lull to sleep 
the pride in local self-government and the 
joy of independence which character- 
ized our forefathers, and unless we are 
willing to surrender to Federal bureau- 
cracy the independence of thought and 
action with which we have governed our’ 
selves for a century and a half, we, the 
citizens, of the states, must reverse our 
course and rededicate our efforts to the 
resurrection of our self-respect and new 
confidence in our ability and deter- 
mination to manage our own affairs. 

In the meantime, however, almost 
every governing body from the humblest 
school district to the Federal Congress 
finds itself faced with the dire necessity 
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of increasing revenue to meet treasury 
deficits and preserve its credit structure. 
Kentucky is not alone in being faced 
with this problem. My own state, Il- 
linois, and especially my adopted city, 
can give you tragic examples of fiscal 
difficulties. In every instance, however, 
the primary effort has been how to get 
more revenue, not how to reduce ex- 
penses. 


THE FUNDAMENTAL PROBLEM 


But let us not lose sight of the funda- 
mentals in this problem of taxation. The 
immediate emergency is the fact that cer- 
tain units of our government are con- 
fronted with deficits in their operations. 
Serious as these emergencies are in some 
communities, the cold facts are that they 
are only incidental to the fundamental 
problem. The fundamental problem, 


whose solution those charged with the 
administration of government must not 
evade, is the fact that government ex- 
penditures have been increased to a point 


where the burden has brought disaster 
to thousands of taxpayers in every part 
of the country. 

And what are the results? Today tax 
levies equal the estimated equivalent of 
one day’s labor every week from every 
man, woman and child in the United 
States. Only a short time ago, one out 
of every twenty-two persons gainfully 
employed was on the public payroll; to- 
day it is one in every eleven; and it is 
said that at the present rate we shall in 
only a little over twenty years have one 
person on the public payroll for every 
individual paying taxes. 

One million acres of land in a Middle 
Western state are taken over by the 
counties of that state for unpaid taxes. 
Another state has an $18,000,000 deficit; 
still another state with $10,000,000 in 
signed contracts for certain projects is 
unable to raise a single dollar to carry 
on these projects. Delinquent taxes are 
at least twice as great as in 1930, and 
the percentage is as high as 60 per cent., 
70 per cent. and 80 per cent. in certain 
communities. Schools are closed, bond 
issues are in default, hundreds of com- 
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munities are tax bankrupt. Those are 
the basic facts which we cannot, must 
not, dare not evade. 


GOVERNMENT EXPENDITURES MUST BE 
REDUCED 


It is one thing to spend time in the 
council chambers and legislative halls of 
this country in discussing the advantages 
of certain types of new and supplemen- 
tary taxes. Do not misunderstand me. 


© siank-stoiter 


MELVIN A. TRAYLOR 


No thoughtful student of this subject 
can minimize the great importance of a 
thorough re-examination of our entire 
taxing system and machinery. But it is 
another thing, and perhaps requires 
greater statesmanship, to deal coura- 
geously with the heart of this whole 
problem, which is the absolute necessity 
of reducing governmental expenditures 
to a point where they cease to be an un- 
bearable burden on the backs of Amer- 
ican citizens. Let us not lose sight of 
this fundamental fact—that in the solu- 
tion of that part of the problem lies the 
very destiny of democratic government 
itself. 
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Nor am I unmindful of the difficulties 
that confront honest and capable public 
officials of our national and state legis- 
lative bodies in accomplishing this: objec- 
tive of lowering government expendi- 
tures drastically. As I have said, I do 
not deny that as citizens we have seem- 
ingly known no limits in our demands 
upon government for increased services 
and facilities—demands, may I add, 
whose satisfaction it has been almost im- 
possible for men in public office to re- 
fuse and still retain their offices—de- 
mands, whose fulfillment has exacted a 
tremendous toll in increased taxes. I do 
not deny these facts; I regretfully affirm 
them. 

Bureaucracy in government, paternal- 
ism, increasing numbers on the public 
payroll, unjustifiable multiplication ‘of 
government departments and services— 
these are our children as well as yours. 
They are the outgrowth of public de- 
mand as well as the objects of legislative 
approval. But, while the public cannot 
shirk its responsibility in this respect, I 
believe that those who represent the 
management in the business of govern- 
ment have not always fearlessly used 
the facts which they possess to educate 
the public on the folly of those demands 
whose ultimate outcome has been an un- 
bearable tax burden. 


COURAGEOUS LEADERSHIP NEEDED 


The American public cannot deny its 
responsibility for the present tragic tax 
situation in many communities. But that 
does not excuse those who have in their 
hands the management of government for 
lacking that degree of leadership which 
would courageously have given the citi- 
zens of this country the plain facts about 
the course we were pursuing. That is 
the unescapable duty of government, and 
when the management of government 
fails to function in that respect, it is un- 
worthy of its leadership. 

Fiscal difficulties are not, however, 
simply the result of the economic de- 
pression. As early as 1927, similar 
problems were receiving intensive study 
in Massachusetts, one of the oldest states 


of the Union. In that year a special tax 
commission for the state submitted a 
short statement of principles of taxation 
which I have found very interesting. 
The report said: 

“A person resident within the Com 
monwealth should not escape taxation 
because all his property is located out- 
side of the Commonwealth, nor should 
property within the Commonwealth es- 
cape taxation because it is owned by a 
non-resident. A tax system, therefore, 
should have two principal features: 
Taxes should be laid in part on persons 
because of the benefits which accrue to 
them from government irrespective of 
their ownership of property, and in part 
on property, or more accurately upon 
the owners or users of property, because 
of the benefits which accrue from gov- 
ernment to property as such or to the 
owners or users thereof by reason of 
such ownership or use. Accordingly the 
resident of the Commonwealth who 
owns no property located within the 
Commonwealth should pay the tax laid 
on persons, but not the tax laid on prop- 
erty; the non-resident who owns prop- 
erty located within the Commonwealth 
should pay the tax laid on property, but 
not the tax on persons; and the resident 
of the Commonwealth who owns prop- 
erty within the Commonwealth should 
pay both taxes.” 


VARYING SYSTEMS OF TAXATION 


This statement seems to me to em- 
brace in a general way those principles 
that should guide us in the preparation 
of our tax programs. The great difh- 
culty, however, is that most of our tax- 
ing systems have, more or less, like 
Topsy, “just grown up,” and represent 
something of the “cut and try” rule 
which prevailed when I was wrestling 
with problems in Ray's old Third Book 
Arithmetic. We have tried one scheme 
here and another there, only to abandon 
each and attempt what seemed a more 
feasible plan, with the result that by 
addition and subtraction there exists in 
most of our important political subdivi- 
sions, a hodgepodge that at best is al- 
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most too complicated for operation, and 
that, in times such as these, partially or 
completely breaks down. 

In many of our states also the limita- 
tions of revenue provisions of ancient 
constitutions restrain the application of 
more modern and scientific systems. In 
Illinois, for instance, the Constitution of 
1870 provides in substance for the uni- 
form assessment of all classes of prop- 
erty at its fair market value. Needless 
to say, there probably has not been a 
strictly constitutionally legal assessment 
of property in that state since the Con- 
stitution was adopted and yet repeated 
attempts to amend the revenue provi- 
sions of the Constitution have met with 
defeat, almost solely because of the self- 
ish attitude of various groups who pro- 
fess a fear that we cannot trust our 
Legislature with the less restricted privi- 
lege of tax legislation, but which in 
reality perhaps is a fear on the part of 
those who have not been contributing 
their fair share toward the support of 
the government, that under a more 
scientific system they will be called upon 
to do their share. I would not imply 
that other states have groups which are 
opposed to tax reform, but I believe that 
until voters everywhere are willing to 
have an equitable and fairly representa- 
tive system of taxation the chaos and 
confusion which now characterize most 
of our taxing units will continue. 

The tax dodger who declines to assume 
his fair proportion of the cost of gov- 
ernment, and the tax striker who refuses 
to pay taxes levied and assessed against 
him, constitute the greatest menace to 
American governments today; and the 
defaults that have already occurred in 
municipal obligations are merely the 
lightning before the storm, threaten‘ng 
the general collapse of municipal cre: it, 
which rests solely upon the confidence 
of the investor in the willingness of the 
citizen to pay, and the ability of the 
government to enforce the collection of 
revenue sufficient for its needs. 

I am pleased to learn that Kentucky 
apparently has few constitutional limita- 
tions upon the adoption of scientific tax 
reform. I also find that you have given 


more, I believe, than average considera- 
tion to your fiscal program. A very 
thorough study and an excellent report 
were made by your Special Tax Com- 
mission in 1923. More recently, a 
further outline of a system for budgetary 
and centralized control of funds with 
correlated suggestions for raising revenue 
has been prepared. This report em- 
phatically commends itself to me. 

When, however, we reach the ques- 
tion of suggestions and methods of taxa- 
tion, we encounter human nature in its 
most vulnerable spot. We all believe 
that governments should be supported, 
that taxes should be paid—but by the 
other fellow. Thus, personal property 
hides, real estate shrinks in value, in- 
comes disappear and revenue declines. 
We are not dishonest—we just do not 
like to pay taxes. Whenever attempts 
are made to reach us, reasons multiply 
as to the injustice of the attempt, yet we 
applaud appropriations for more and 
better roads, large public buildings, bet- 
ter educational facilities and the dozen 
and one things we desire for our com- 
fort and personal pleasure. Such incon- 
sistency will not balance budgets, will 
not prevent defaults, will not maintain 
credit—nay, cannot avoid disaster. 
Again I say we must contribute our fair 
share toward the cost of government and 
must demand less ‘of government, to the 
end that we may justly require better 
government for less money. 

One of the leading methods of taxa- 
tion which has been proposed and en- 
acted into law by an increasing number 
of states in recent years has been the in- 
come tax. To my mind, if properly 
drawn and fairly safeguarded it is the 
most just of all methods of taxation. It 
observes under proper application the 
soundest theory of individual responsi- 
bility in the matter of contributing to 
the expense of government—the capacity 
to pay. In too many cases, however, 
exemptions are, I believe, fixed entirely 
too high with a corresponding tendency 
to enforce too wide a spread between 
the upper and lower brackets, thus in 
many cases defeating the true relation 
to the ability to pay. When, however, 
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an income tax is applied, except perhaps 
in an emergency such as exists in most 
states at the present time, it should be in 
lieu of, rather than in addition to, other 
methods of taxation. 


THE SALES TAX 


Another type of taxation which is at 
the moment receiving serious considera- 
tion and which exists in a modified form 
in many states is the general sales tax. 
The proponents of this form of taxation 
cite many features to commend it, while 
its opponents find certain basic objec- 
tions. It is claimed by those who favor 
such a tax that it spreads the burden 
equally among all, and is a tax upon 
expenditures rather than upon thrift. 
Its opponents reply that in theory those 
who favor the tax are correct, but in 
practice the exemptions which have so 
far characterized it, immediately pro- 
duce an inequitable burden of distribu- 
tion, and further that it penalizes those 
of small incomes, the entire amount of 
which incomes they are compelled to 
expend for the necessities of life. The 
sales tax thereby becomes a tax on the 
total income of men and women of small 
means, while those of larger incomes pay 
only on a proportion of rather than 
upon the whole of their incomes. 

Personally, I believe that a general 
sales tax, in conjunction with a proper 
income tax, offers an inviting field for 
exploration, and I am inclined to think 
possesses possibilities for the solution of 
many of our tax problems. How far 
such a combination might be utilized in 
lieu of other methods of taxation pre- 
sents an interesting speculation. Limited 
sales and special taxes exist in many 
states and in certain instances have much 
to commend them. While such taxes 
violate the principle of equity, they are 
nevertheless uniform as to the class of 
business affected, are easy of administra- 
tion and usually bear direct relationship 
between the facilities provided and those 
who benefit from their use. This is par- 
ticularly true as to motor vehicle license 
and gasoline taxes. The range of sub- 
jects susceptible to this application of 


taxes is not large, and its adoption as a 
general principle of securing revenue 
should be carefully considered. 

The United States is one of the few 
governments of the world in which the 
general property tax continues to pro- 
duce the bulk of state and local revenue. 
The original conception that all prop- 
erty receiving the protection of the gov- 
ernment should make a direct contribu- 
tion te the expenses of government is 
eminently sound, but in practice it is 
almost impossible of application. Again 
it is the inherent characteristic of human 
nature that defeats the ends of equity. 
If there were no more intangible prop- 
erty in the United States than that 
which finds its way to the tax rolls, then 
truly we would be bankrupt. The more 
modern systems, therefore, have aban- 
doned any attempt at the uniform assess- 
ment of this class of property with that 
of tangible property, and have provided 
for classification which permits of a 
segregation of intangibles and _ their 
assessment at rates varying from those 
imposed upon tangible property, with 
quite satisfactory results in most in- 
stances. In some states where income 
taxes have been imposed, intangible 
property is entirely exempt. The 
tendency in almost every state where 
the subject has received serious con- 
sideration in recent years has been to de- 
pend less and less upon the general 
property tax and to substitute some of 
the other forms which have been indi- 
cated. 


SELFISHNESS OF POLITICAL ELEMENTS 


It is particularly unfortunate that in 
any consideration of the subject of gov- 
ernmental expenditures and revenues, 
we are obliged to contend not only with 
the weaknesses of human nature but 
with the selfishness of the political ele- 


ment as well. In the management of 
our ordinary business affairs it is pos- 
sible for us around the common council 
table to compose our difficulties with 
only one end in view—the welfare of 
all. In the field of political action where 
governments must function, decisions are 
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too frequently influenced by personal 
and partisan considerations. This is 
particularly unfortunate in such matters 
as the cost of running government and 
the method of paying the bill—whether 
the one political party or the other is 
responsible for the magnitude of these 
items—the burden falls equally upon all. 
Perhaps it is too much to expect, but I 
shall continue to hope, that the day may 
come when in our state and Federal 
governments there will be non-partisan 
continuing bodies who shall scientifically 
consider these subjects, and whose 
recommendations shall, in the same non- 
partisan spirit, be enacted into law. 

I shall also continue to hope that not 
alone on these particular subjects of 
common interest but upon many others 
involving the great questions of national 
policies affecting the economic and social 
welfare of all our people, we may some 
day come to decisions which are not ar- 
rived at in the turmoil of political con- 
test, where party and personal animosity 
overshadow questions of graver con- 
cern. Why should such questions as 
membership in the League of Nations, 
adherence to the World Court, inter- 
national debts, regulation of the liquor 
trafic, taxation—even tariff—be the 
stalking horses for political wars or for 
party preferment. Decisions on these 
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great questions are taken in the heat of 
political campaigns where platforms, 
personalities of candidates and party 
regularity too often determine results. 
While it is true as matters stand today 
that these questions are the essence of 
party battles, my belief is that they 
should be decided in an atmosphere re- 
moved as far as possible from the par- 
tisan battle ground and upon their 
merits as great issues—affecting alike the 
lives and fortunes of all, irrespective of 
party affiliations. 

I do not like the word “tolerance.” 
To me it presupposes intolerance—an 
attitude of mind completely repugnant 
to every tradition and sentiment of the 
American Republic. This land was 
dedicated to the preservation of the 
rights and freedom of all its people. In 
this hour of economic crisis, when deci- 
sions soon to be taken may determine 
our course for many years to come, is it 
too much to ask that we discard some- 
thing of our selfishness, forget some of 
our intolerance and approach decisions 
on these vital questions with the judg- 
ment and faith of our fathers—a judg- 
ment which places human welfare abpve 
political success—and a faith which re- 
mains unshaken in the ability of the 
people to maintain a government in 
which human rights and individual 
liberty shall forever be supreme? 


The A. B. A. and the Glass Bill 


VX JE are of the opinion that it 
would be a serious mistake to 
pass a bill at this time having 

so many provisions of a deflationary and 
regulatory nature which would, in our 
opinion, cause the withdrawal of a con- 
siderable number of members of the Fed- 
eral Reserve System. We believe that 
its effect would be injurious not only to 
the member banks, but to the business 
interest of the country.” 

So did Harry J. Haas, vice-president 
of the First National Bank of Phila- 
delphia and president of the American 
Bankers Association, present the posi- 


tion of the association toward the Glass 
bill before the Banking and Currency 
Committee of the Senate. 

Mr. Haas presented the effects of the 
bill on the Federal Reserve System, the 
United States Treasury, the member 
banks, the securities market and general 
business, as follows: 


“Federal Reserve System: One of the 
fundamental principles of the Federal 
Reserve Act was the rejection of the 
European plan of central banking and 
the adoption of the American policy of 
regional or local banking. The act did 
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not set up a single central bank but, in- 
stead, twelve banks, and so gave full 
recognition to the principle of local in- 
dependence and decentralization. 

“The proposed bill in various sections 
(see sections 12A, 8, 11 and 12g) de- 
parts from this regional principle by 
centralizing powers in the Federal Re- 
serve Board and by impairing the au- 
tonomy which each of the twelve Federal 
Reserve banks has so far possessed. 

“The Treasury of the United States: 
The Federal Reserve Act wisely provided 
that the Reserve System should act as 
fiscal agent for the Government and 
should facilitate the marketing of United 
States obligations. In the coming years 
the volume of such Federal financing is 
bound to be heavy. 

“The proposed bill would seriously 
interfere with such Treasury financing 
by checking the ready marketing of 
United States issues. In section 11 the 
proposed bill places a penalty on the 
holding of such securities by member 
banks, which are the most important 
buyers of United States bonds. 

‘‘Member banks: We, as bankers, fully 
realize that our business is quasi-public 
in nature and therefore Government su- 
pervision is necessary. For this reason, 
Congress in the past has developed the 
National Bank Act and the Federal Re- 
serve Act with its numerous amend- 
ments, but all this legislation has ac- 
cepted the fundamental principle that 
final responsibility for bank management 
and bank policy rests with the individual 
banker himself. 

“The proposed bill traxsfers some of 
th's responsibility to the Federal Reserve 
Board at Washington. We are of the 
opinion that such banking powers were 
not intended, under the Federal Reserve 
Act, to be conferred on the Federal Re- 
serve Board, but that the board was in- 
tended to be an organization to exercise 
supervisory powers and not to control 
banking operations. 

“Securities market: There have been 
four outstanding national movements in- 
augurated by a non-partisan movement 
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which were intended to arrest the prog- 
ress of extreme deflation and to stabilize 
conditions. We refer to the organization 
of the National Credit Corporation and 
the Citizens Reconstruction Organiza- 
tion. Also the passage by Congress of 
the Reconstruction Finance Corporation 
bill and the Glass-Steagall bill. We are 
fearful that the proposed bill will, to a 
large extent, nullify these efforts by caus- 
ing a further liquidation of securities 
which would decrease their market value 
at a time when the owners are not able 
to stand further losses. : 

“General business: Recent national 
movements have recognized that business 
recovery cannot come about through de- 
creasing the value of investments and 
commodities, but rather by stabilizing 
the prices of investments and commodi- 
ties at somewhere near their real values. 
This desired condition cannot be brought 
about by reducing the volume of credit 
but rather by increasing the amount of 
available credit. 

“The Glass-Steagall bill very wisely 


provided for the release of approximately 
$700,000,000 in gold to secure Federal 


Reserve notes. The enactment of this 
bill would have just the opposite effect 
and cause an increase of approximately 
$227,500,000 in gold reserve through 
the increase in reserve requirements 
against time deposits. 

“It is quite possible that under the 
previsions of this bill commercial busi- 
necs not entitled to bank credit in its 
single name note might not be able to 
get accommodation on good marketable 
securities if its depositor bank had al- 
ready reached the limit of collateral 
loans as provided by the bill. 

“We believe that the ground work has 
been laid for improvement in business. 
Many large business concerns have 
mapped out plans for the expenditure of 
large sums in the employment of labor 
and the purchase of materials, but we 
sincerely believe that their plans will be 
interrupted or held in abeyance should 
they be fearful of legislation affecting 
their business adversely.” 





A System for Trust Accounting 


Though Forms Must Differ on Account of Varying Laws and Trust 
Assets, There Are Certain Fundamental Requirements 


By JAMEs W. ALLISON 
Trust Officer First and Merchants National Bank, Richmond, Va. 


the Trust Division, American 

Bankers Association, was appointed 
to prepare a set of forms and records 
for an official A. B. A. trust accounting 
system. The plan was to have these 
forms printed and distributed through 
the office of the secretary of the division, 
for the benefit particularly of new trust 
departments and small trust departments 
of limited means and experience. Last 
October, however, the committee decided 
this was inadvisable. 


Gi, 7 years ago a committee of 


available, were found to enter, as well as 
the choice which must be made between 
par control and inventory value control. 
This, the committee felt, was a matter 
of preference to be decided by each in- 
stitution in the light of probate court 
requirements, vault control, and other 
similar considerations. 

Since variations in local conditions 
could without disadvantage lead to dif- 
ferent methods of attaining equally sat- 
isfactory results, the committee con- 
cluded that it would be better to try to 


“A complete accounting and operating system is required, yet 
what is offered for sale to new trust departments represents far 
too often only a set of forms, consisting of no more than a journal 
sheet and a set of final ledger records designed primarily for the 
accounts of an executor or administrator.” 


The members of the committee, each 
coming from a different state, found, 
first of all, a considerable variation in the 
type of trust assets handled. They found 
still greater variation in the form of ac- 
counting required by the probate courts 
of the various states. 

The committee found also that in re- 
cent years several systems have come on 
the market that meet all reasonable re- 
quirements, with good prospects for an 
increase in their number, as older un- 
satisfactory systems are revised to take 
care of practical operating needs. These 
systems are by no means identical. In 
deciding which to select, factors such as 
internal arrangements in the bank build- 
ing, equipment costs, and personnel 

From an address before the 
Trust Conference. 


Midwinter 


formulate a statement of fundamental 
requirements applicable to trust depart- 
ment accounting and operating systems, 
and to advise each trust department to 
adopt that system which best meets these 
requirements and is at the same time 
best suited to its own local conditions 
and the preferences of the officers in 
charge. 

A complete accounting and operating 
system is required, yet what is offered 
for sale to new trust departments rep- 
resents far too often only a set of forms 
consisting of no more than a journal 
sheet and a set of final ledger records 
designed primarily for the accounts of 
an executor or administrator. With a 
specimen set of figures filled in by the 
salesman, these forms appear to disclose 
clearly and simply all desired informa- 
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tion, but if simplicity has been sought 
at the expense of completeness, of checks, 
controls, and tie-ups for accuracy, it 
will be only a matter of time before 
they will have to be changed. 

The longer the Trust Division com- 
mittee considered the matter, the more 
convinced they became that no one set 
of forms could be considered perfect for 
all localities and all conditions. Yet in 
discussion and correspondence the same 
basic principles and requirements con- 
tinued to appear. In this article the 
writer will endeavor to discuss these re- 
quirements and then to summarize them. 


A COMPLETE SYSTEM 


The records needed for a complete 
system fall into three groups and have 
three major functions to perform: 


1. They must show the liability of the trust 
department as a whole to its customers and 
the total asset holdings of the trust depart- 
ment. In this group the records are: 

(a) The journal or original entry. 

(b) The general ledger. 

(c) Asset controls. 

2. They must accurately and promptly re- 
veal certain detailed information with respect 
to each account in the department. The 
records for this are: 

(a) The principal or investment control 
account. 

(b) Cash ledger sheets or cards. 

(c) Investment ledger sheets or cards. 

(d) The history sheet or file. 

3. They must insure the performance of 
certain operating duties, through the follow- 
ing operating records: 

(a) Check sheets for opening and closing 
accounts, etc. 

(b) Records for income collection and 
other routine transactions. 

(c) Diary and/or tickler. 


PAR CONTROL OR INVENTORY CONTROL 


The form of record adopted will de- 
pend to a considerable extent on whether 
securities are to be carried on the books 
of the department at their book value, 
that is to say, at their cost price or in- 
ventory value, or whether they are to be 
carried at a uniform control value, that 
is to say, an arbitrary figure which would 
be the same for each lot of identical 


securities received, irrespective of the 
inventory value or cost price of cach 
lot. 

Both methods have advantages and 
disadvantages. Both par value and in- 
ventory value must be a part of the per- 
manent records. The only question is, 
which will be used for control. In many 
large Eastern trust departments, cash 
records and security records are handled 
by separate divisions, and par control is 
generally used. The advantages of im- 
mediate completion of entries without 
delay awaiting appraisal, and of sim 
plicity in records and vault control are 
considered to outweigh any advantages 
of the other system. Yet many large 
and efficient departments prefer inven- 
tory control, and a choice, in final analy- 
sis, becomes a matter to be decided in 
the light of local accounting require- 
ments, vault control system and _ indi 
vidual preference. 


TOTAL LIABILITY AND TOTAL HOLDINGS 


Of the three records in the first group, 
relating to liability of the trust depart: 
ment as a whole, and total asset hold- 
ings, the record of original entry is the 
one most likely, unless designed with 
the future in mind, to give trouble as 
the department grows. This record has 
two functions. One is to provide the 
figures for posting to the department's 
general ledger. The other is to cause 
complete entries to be made on all other 
records affected by the transaction. 


ORIGINAL ENTRY RECORDS 


The simplest and most elementary 
form of original entry record is the 
bound journal, with columns correspond: 
ing to the general ledger accounts. 
Entries are recorded in full, and posting 
to the individual ledgers and other 
records indicated by a check or initial 
in a space provided on each line for the 
purpose. The total of each column of 
the journal represents that day's move’ 
ment of that particular control account 
in the general ledger, and is so posted. 

In a department of any size, however, 
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posting all entries direct from a bound 
journal becomes cumbersome and im- 
practical. Instead, numbered tickets are 
used for the actual original entries and 
posting media. The journal is not dis- 
pensed with, but entries in it are reduced 
to ticket number and amount, recorded 
in the proper column, and the total of 
each column is posted each day to the 
general ledger, as before. In large de- 
partments, totals are accumulated 
through a machine, similar to a cash 
register, by means of which all transac- 
tions, both cash and security, are regis- 
tered and recorded on a tape, and the 
fact of their registration evidenced to 
the signing officers by an imprint, show- 
ing all of the figures, made on the ori- 
ginal.entry ticket. The totals are ac- 
cumulated in the machine, which is 
locked and cannot be cleared except by 
the use of a key held by the auditing 
department. 

By preparing the necessary tickets in 
advance, peak loads such as are caused 
by interest and dividend receipts on 
January 1 and July 1 can be anticipated 
and posting expedited. Carbon copies 
and use of addressograph plates permit 
short cuts in ticket preparation, and 
combination with other necessary rec- 
ords such as checks, vault requisitions 
for interest coupons, etc. 

Some trust departments use tickets 
for cash transactions, where most of the 
volume and the peak loads occur, but to 
afford a greater degree of permanence 
use a bound book of convenient size for 
securities transactions. By the use of 
tickets for securities transactions, how- 
ever, copies can be made at one opera- 
tion for posting to the trust department 
records, for the vault, for the auditor, 
and, in addition, for the “suspense file” 
covering securities in transit, securities 
paid for but not yet delivered, or securi- 
ties temporarily withdrawn from the 
vault for other reasons, but still shown 
on the records of the department. Pro- 
vision is sometimes made for the prepara- 
tion of a receipt to the client at the same 
time as well. 

Whether bound books or numbered 
tickets or a combination of both are 
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used, however, steps must be taken to 
see that all new assets are controlled im- 
mediately on receipt. There is more 
danger of error or loss when a security 
is first received than there is after it has 
been posted on the ledgers. The remedy 
is a matter of operating system as well 
as of form of original entry record. 
One way is by making sure before the 
check is signed for a security bought, or 
the receipt is signed for a security de- 
livered by a customer, that the original 
entry for the security is recorded, and 
therefore must be posted if the books are 
to settle. 

The next requirement can be taken 
care of by the form of the original entry 
record. It is to see that all necessary 
information is recorded, especially as to 
investments. In the case of bonds, for 


example, it is necessary for the record 
to show where the coupons are payable, 
whether any are of irregular amount, 
and whether there is a tax-free covenant. 
Otherwise there will be difficulty when 
the time comes to prepare coupon en- 


velopes and ownership certificates. A 
specimen securities ticket of any large, 
well organized, trust department will 
show the detailed information needed. 
It is sound practice to have a second per- 
son check the accuracy of the descrip- 
tion of each security or other asset re- 
ceived as it appears on the original 
entry, before the security is put away in 
the vault. A bond number incorrectly 
set down may mean loss of interest if 
the bond is called. 

When it is not possible to supply 
complete information regarding a secur- 
ity at once, as when a stock is bought 
but the certificate cannot yet be de- 
livered, the entry is made nevertheless 
and posted to the ledger of the indi- 
vidual account, but the asset is held in 
the “suspense account” until the certifi- 
cate is received. The asset is then re- 
moved from the suspense account and 
the entry on the ledger completed by 
the missing details such as certificate 
number and exact inscription. 

The next requirement of a good 
original entry form, especially for in- 
vestments, is that it shall show where 
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the information it contains is to be 
posted and shall provide a record that 
this has been done and the accuracy of 
the posting checked. Most securities, 
for example, must be posted (1) to the 
ledger of the individual trust account, 
(2) to the control record for that secur- 
ity, and (3) to the operating record or 
tickler for collection of income and prin- 
cipal at maturity. A check of the ac- 
curacy of these postings by a second eye 
is fully as important as the check of the 
correctness of the original entry, and 
space should be provided for the initials 
of the clerk or auditor who checks as 
well as for those of the clerk who posts. 
Original entry forms for cash entries, of 
course, may be more simple. 


GENERAL LEDGER 


The general ledger carries the control 
accounts of the department and gives a 
complete picture of its liabilities and 
asset holdings. In fiduciary accounting 
the idea of proprietorship is absent and 
its place is taken by responsibility or ac- 
countability. The fiduciary, in our case 
the trust department, is therefore 
charged with all assets received, and dis- 
charged or credited by all proper dis- 
bursements when made. 

In the case of an estate, therefore, the 
trust department is charged on _ the 
journal and general ledger with the 
assets which compose the estate’s inven- 
tory. In an agency account the depart- 
ment is charged on the journal and gen- 
eral ledger with the assets xeceived from 
the customer. 

The sheets used for the general ledger 
are simple columnar sheets, showing 
debit, credit and balance, to which en- 
tries are posted in the same position as 
they appear on the tellers’ daily settle- 
ment sheet, taken from the journal; that 
is, charges on the journal appear also 
as charges on the general ledger and 
vice versa. 

The simplest and most elementary 
general ledger would carry the following 
accounts: 


DEBITS 
Cash 


Investments 
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CREDITS 
Principal _ liability 
Income liability 
In practice, however, a great many 
more accounts are carried. A slightly 
more detailed set-up for a national bank 
trust department might be as follows: 
Desits To FIDUCIARY 
Cash 
Securities in vault, subdivided into: 
Stocks 
Bonds 
Real Estate Mortgage and Notes 
Miscellaneous 
Securities on Suspense 
Real Estate 
Sundry Assets 


Crepits TO FIDUCIARY 
Private trust accounts—principal 
Private trust accounts—income 
Court trust accounts—principal 
Court trust accounts—income 


There would be, in addition, a number 
of operating accounts, such as trust de- 
partment fees, closed out periodically 
and not shown on a balance sheet. 


ASSET CONTROL 


The need for asset control records, or 
security index records, is not felt at first 
by the trust department with only a few 
accounts, whose trust officer can readily 
run through his ledgers to make a list 
of all Conservative Manufacturing Com- 
pany First Mortgage Bonds held, when 
that information is needed. When this 
becomes burdensome, sometimes a mere 
index is installed, but for the sake of 
accuracy this is undesirable, and records 
that can be settled to the general ledger 
controls are recommended instead. Since 
these records can be used as useful auto- 
matic checks on income collections, it is 
recommended that they be installed from 
the start. They fall logically into this 
first group of records relating to the de- 
partment as a whole, but since they are 
frequently made in conjunction with the 
asset ledger sheets or cards in the records 
of the individual trusts, their form will 
be considered along with those records. 


RECORDS OF INDIVIDUAL ACCOUNTS 


The purpose of the records for the 
individual trust accounts is to show ac- 
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curately and promptly, with the least 
possible duplication of effort, income 
cash receipts, disbursements, and balance 
on hand; principal cash receipts, dis- 
bursements, and balance on hand unin- 
vested; the amount of investments in 
both real and personal assets, and a 
specific list of these investments. 

The records consist usually of loose 
leaf sheets, or cards, for the following 
accounts: 


Principal or investment control 

Principal cash 

Income cash 

Investments, including: 

Securities (stocks, bonds, mortgages, notes 

and miscellaneous) 

Real Estate 

Sundry Assets 


HISTORY RECORD 


In early systems there appeared, as the 
first sheet in each account, a sheet on 
which the operating requirements and 
history of each account were recorded. 
Since the ledger records are not always 
close at hand, or available to the ad- 
ministrative officer without disturbing 
the bookkeeper, a special folder for the 
same purpose has been found to be more 
convenient. In this “administration 
folder” there is kept permanently 
fastened a copy of the will or trust in- 
strument, along with digests of invest- 
ment requirements and changes, accounts 
and reports filed, and all the different 
types of information formerly recorded 
on the history sheet. 


PRINCIPAL CONTROL ACCOUNT 


The Principal Control Account in 
most par value systems controls only in- 
vested principal. In some inventory 
value systems, however, it controls the 
entire corpus, including principal cash, 
with columns for profit and loss, and for 
reductions in corpus due to payment of 
debts, administration expenses, and dis- 
tributions from principal cash. 

This account may be set up to show 
the fiduciary in account with the estate 
and therefore charged with the corpus 
originally received and credited by 
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proper reductions, while in the other ac- 
counts in this group, the cash and in- 
vestment sheets, the estate is in account 
with the fiduciary and receipts appear as 
credits and disbursements as debits. In 
other systems, however, the control ac- 
count is set up as a summary of the in- 
vestment sheets, with receipts as credits 
to the estate and disbursements as debits. 
While these distinctions are important 
to the trained accountant, the practice of 
heading columns on trust department 
records with self-explanatory, non-tech- 
nical, wordings is growing and seems 
desirable. In a principal control ac- 
count, for example, there are likely to 
be fewer erroneous postings to a column 
headed “Assets Received” than to one 
headed “Debit to Fiducary.” 


CASH LEDGER ACCOUNTS 


Separate chronological accounts, show- 
ing receipts, disbursements, and balance, 
are required for cash income and cash 
principal. It is a mistake to complicate 
these accounts by providing, for example, 
in the income account, special columns 
for dividends, interest and rents. Analy- 
sis for income tax returns can better be 
made by an experienced tax man who 
comes along later and transcribes the 
figures he needs to a special analysis 
sheet. It is on these cash ledger accounts 
that the greatest part of the year’s post- 
ing will be done. The entries should be 
reduced as far as possible to set for- 
mulas, and the cash records kept as 
simple as possible. 


INVESTMENT LEDGER ACCOUNTS 


Many sets of trust accounting records 
designed for small trust departments 
provide for an investment ledger which 
is merely a chronological record of in- 
vestments received and investments de- 
livered. On the first few visits of the 
bank examiners there may have been 
but few changes, and no difficulty may 
be experienced in checking the securi- 
ties in the vault to the ledger, but as 
time goes on and more and more changes 
are recorded on the ledger sheet, more 
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and more time will be spent searching 
for each item to be checked. Take for 
example an entry originally showing the 
receipt of ten $1000 U. S. 4th Liberty 
41% per cent. bonds. Four may be sold 
on four different dates; then one may be 
exchanged for two $500 bonds and one 
of those sold. No space was provided 
for all these entries. What is to be 
done? Auxiliary records on separate 
cards for each asset overcome some of 
the difficulties and make it possible to 
carry on despite the inconvenience of a 
chronological main record. Such auxil- 
iary records, however, necessarily in- 
volve some duplication of entries and 
information. To avoid this duplication, 
to eliminate carrying closed out entries 
in the active records, and to simplify 
audit and vault checks, asset or invest- 
ment records with only one asset to a 
page or card eventually have to be 
adopted. It is therefore strongly recom- 
mended that no matter how small the 
department, a form of asset record with 
only one kind of stock, bond, ‘mortgage, 
note or other asset on the page or card 
be insisted on. 

The necessity for completeness in the 
information recorded as to each asset, 
and for a check by a second person to 
show that this information has been cor- 
rectly transcribed from the original entry 
record, has been emphasized in our con- 
sideration of original entry. 

At least one system provides also on 
certain of its asset sheets effective re- 
minders of matters that should be looked 
into when the asset comes into the 
fiduciary’s hands. On the ledger sheet 
for a piece of real estate, for example, 
there is a space to be initialed when 
fire and liability insurance have been 
checked, and proper records for the in- 
surance policies set up. 


COPY OF LEDGER RECORD FOR ASSET 
CONTROL 


As previously pointed out, the 
original entry ticket for the receipt or 
delivery of an investment supplies the 
information for the asset control record 
as well as for the asset ledger record. 


Quite often, especially in machine sys- 
tems, the control record is a copy or 
carbon of the asset sheet or card, filed 
behind a control card for all holdings of 
the same stock, bond, or other asset in 
the department. In other systems a 
more detailed separate posting from the 
original entry to the control cards carries 
totals that are kept in balance with con- 
trol figures on the general ledger, in- 
stead of being merely memorandum in- 
dexes. When their accuracy can be 
relied on, the asset controls can be used 
to advantage in income collection, as 
will be explained when we consider the 
department’s operating records. 


OPERATING RECORDS 


Whenever a trust account is opened, 
the trust department assumes a consid- 
erable number of important duties. To 
insure that these duties will be per- 
formed promptly and effectively, a third 
group of records, which have been 
designated operating records, are re- 
quired. The failure of many early sets 
of “trust department forms” to provide 
operating records, constitutes one of 
their chief defects. 

When a security is received, the 
original entry, it will be recalled, pro- 
vides for posting to a tickler record to 
insure collection of income and maturing 
principal When a new account is 
opened, other tickler records must be 
made to insure proper attention in the 
future to such matters as fee, income, 
remittances, inheritance taxes, and dis- 
tributions as beneficiaries attain specified 
ages. There will also be matters to look 
into at once such as changes of address 
for dividends, and notification to tenants 
and agents of real estate. 


CHECK LISTS 


Well designed systems therefore in- 
clude check lists for opening new ac’ 
counts. A committee of the Trust Divi- 
sion of the American Bankers Associa- 
tion prepared some years ago a model 
set which has been published as “A 
Recommended Plan with Forms to Be 
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Used in Checking the Performance of 
Trust Duties.” Smaller trust depart- 
ments may find the expense of so 
elaborate a set of forms prohibitive, but 
even the smallest trust department can 
and should make up its own typewritten 
check list, based on local conditions and 
requirements. 

Similarly, when an account is closed, 
there is danger of overlooking some de- 
tail of unpaid taxes, or perhaps reserva- 
tion of funds for stock transfer taxes on 
securities to be distributed, which a 
separate check list for closing accounts 
will help to avoid. 


INCOME COLLECTION 


In the period between opening and 
closing, lasting perhaps for years, it is 
on the operating routine and the operat- 
ing records that the efficiency and profits 
of the department, to say nothing of its 
standing in the eyes of its clients, may 
largely depend. On such of the work 
as is routine, there must be a regular 
method to follow with proper provision 
for anticipation of peak loads. There 
should be standardized procedure for all 
regular operations, such as the receipt of 
securities, and the preparation, routing 
and posting of the original entries. If 
a method of procedure has been out- 
lined, and is not being followed, the 
reason should be ascertained. Often the 
result will be to improve the method. 

Short cuts can often be found which 
will actually make for greater accuracy 
by providing an automatic additional 
check. In one system, for example, 
coupon envelopes for maturing interest 
coupons are written up from the asset 
control cards of the bonds, which are 
tabbed by months for the purpose. 
Credit tickets, however, are prepared 
from a coupon list made from the ledger 
sheets, and a third check is provided by 
the order in which the bonds themselves 
are stored in the vaults. 


DIARY OR TICKLER 


In addition to recurring routine 
duties, such as collection of interest and 
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dividends, there are many other duties 
to be performed at different times in the 
future. A diary or tickler system or 
both is required to see that these duties 
are not overlooked. In its simplest form 
a tickler consists of cards, each bearing 
instructions as to the future duty to be 
performed, filed behind tabs for the days 
on which action is desired. By number- 
ing the cards, however, and recording 
the numbers so that on the day on which 
action is desired the appropriate card 
will be brought up, chances of error due 
to a misfiled card are decreased. Should 
the numbered card be missing, a brief 
description in a card register will enable 
it to be duplicated if necessary. 

Some systems use a card tickler for re- 
curring duties in individual accounts, 
and a diary record on large cards, one 
for each day in the year, for dates affect- 
ing the whole department, such as in- 
come tax return dates, and for events 
occurring only once in the distant 
future, such as the termination of a 
trust. 

Tickler cards for collection of interest 
and dividends can be designed so as to 
be used in place of tickets for the cash 
entries when payment is received. In 
large departments, however, addresso- 
graph plates, tabbed by months for auto- 
matic selection, give still greater accu- 
racy and speed. 

Here again there is room for indi- 
vidual preference, the essential require- 
ment being that a trustworthy and effec- 
tive tickler shall be an integral part of 
the accounting and operating system. 


VAULT CONTROL AND AUDIT 


Vault control, and trust department 
audit must not be overlooked in planning 
a trust department operating system. 
Dual control for securities and cash, re- 
quired by the Federal Reserve regula- 
tions applicable to national bank trust 
departments, is recommended as equally 
advantageous in state banks and trust 
companies, and a continuous day-by-day 
audit is always to be sought in addition 
to periodic checks and examinations. 
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FUNDAMENTAL REQUIREMENTS 


Many trust departments have out- 
grown their original accounting and 
operating systems and have had to spend 
time and money in setting up new ones 
to embody in them one or more of the 
features recommended above. In many 
instances the old method was satisfac- 
tory only as long as a transaction could 
be carried to completion by one or two 
people completely familiar with it and 
carrying in their heads considerable in- 
formation which they had not written 
down, but as the number of people 
handling a transaction increased with 
the growth of the department, changes 
became necessary in the direction of the 
fundamental requirements that have been 
outlined. These requirements are be- 


lieved to be applicable to small trust 
departments as well as to large ones, and 
to pen and ink records as well as to 
those designed for machine operation. 
Summarized as briefly as possible, they 
are, that the system adopted, in addition 


to being simple, based on sound account- 
ing principles, well adapted to local 
conditions, and complete, shall possess 
the following features: 


1. An immediate original entry that— 


(a) Controls each security or other asset 
immediately on its receipt. 


(b) Records all necessary information. 


(c) Causes all necessary records to be 
posted and accuracy of posting to be checked. 


2. Capacity for indefinite expansion to take 
care of a large and active trust account, as 
well as of a department grown to include 
many different accounts, without— 


(a) Necessity for supplementary records 
that are not an integral part of the system 
(pencil memoranda on asset sheets, cards that 
are memoranda only, not brought into con- 
trols or settlements). 

(b) Unnecessary duplication of informa’ 
tion on integral records and supplementary 
records. 

(c) Confusion in reading integral records 
for vault checks, bank examination, etc. 

3. Completeness and a systematic definite 
plan from the operating standpoint (not just 
ledger keeping to provide a statement of as- 
sets held) with records including: 


(a) Check sheets for opening and closing 
accounts, etc. 


(b) A definite routine, with safeguards 
against error, in the collection of coupons, 
dividends, maturing principal, called bonds, 
etc., and provision for anticipation of detail 
on heavy days like January 1 and July 1. 

(c) A trustworthy and effective tickler 


system for duties to be performed in the 
future. 





Re-construction and Re-flation 


Recently Enacted Financial Legislation Should Bring Renewed 
Confidence 


By R. S. HECHT 
President Hibernia Bank & Trust Company of New Orleans 


N 1929 book value or earnings 
| snes to have lost their meaning 

and were swept aside and utterly 
ignored in the inflated values then exist- 
ing. The present did not matter. Every- 
body was buying on the rosy prospects 
of the future. Today, book value and 
earnings seem once again to be entirely 
lost sight of and presently existing 
values are justifiable only on the theory 
that America will never recover from 
this depression. The experience of his- 
tory belies such a supposition. But cold 
reason does not seem to matter at the 


tical character of the two relief measures 
recently enacted should go a long way 
to dispel the fears and anxieties of our 
people and thus lead to a sure but 
gradual return to normal business activ- 


ity. 


THE RECONSTRUCTION FINANCE 
CORPORATION 


The Reconstruction Finance Corpora- 
tion is a thoroughly practical plan by 
which—without recourse to unsound 
devices-—business should be helped to 


“In the last analysis the winning of the battle depends on our 
individual courage and energy and on our ability to adapt our- 
selves to the changed conditions.’ 


present time. Everybody is dominated 
by fear and forgets there is a future. 
In fact, it seems as futile today to point 
out the folly of this unjustifiable de- 
struction of values as it was useless in 
1929 to preach caution during the orgy 
of speculative enthusiasm and over-infla- 
tion. 

But the law of action and reaction still 
functions. We have gone through two 
trying years in the course of which 
many important and necessary re-ad- 
justments have been completed. But no 
substantial recovery has yet set in, 
largely because the greatest single ele- 
ment for such an upward movement is 
still missing—namely, confidence. I 
strongly feel, however, that the prac- 

Extracts from an address before the Mem: 
bers’ Council of the New Orleans Chamber 


of Commerce. 


overcome the difficulties which have so 
hampered its development in the recent 
past. 

What will be the credit policy of the 
corporation? No exact or categorical 
answer can be given to this question. 
Its standards will be somewhat different 
from those of the average city bank. 
Otherwise there would have been no 
excuse for creating it. 

But this in no sense implies that there 
will be any tendency toward unsound- 
ness or laxity in its credit operations. 
The act creating it specifically declares 
that all loans which it is empowered to 
make shall be fully and adequately 
secured—but the character of the secur- 
ity and the qualifications and needs of 
the borrower are left entirely to the 
prudence and discretion of those in 
charge of the corporation. And the 
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real controlling mandate, not in the 
written word but in the obvious intent 
and motives that brought the corpora- 
tion into being, is to use its great gov- 
emmentally given powers to strengthen 
the resistance of the nation’s economic 
structure against ravages that previously 
existing credit resources were proving 
indequate to give it the strength to 
resist. 

The Reconstruction Finance Corpora- 
tion is not a sensitive financial institu- 
tion that has to place profits and liquid- 
ity of assets ahead of public service; nor 
is it a reserve mechanism for the current 
expansion of banking credit. Rather, it 
isa supplementary adjunct to our regu- 
lar business and financial mechanism de- 
vised for the purpose of applying a 
substantial volume of public funds to 
easing for a limited period the burden 
of sound but unliquid assets that has 
been imposed upon financial institutions 
by worldwide economic conditions be- 
yond their control and beyond their 
unassisted strength to carry without the 
danger of a breakdown. 

Herein lies in large measure the pur- 
pose and benefit of the Reconstruction 
Finance Corporation. If it can relieve 
the cramped condition of our credit 
structure, it will unquestionably go a 
long way toward re-establishing that 
measure of confidence necessary for a 
return of better times in commerce and 
industry. That, in turn, will mean 
greater security for those who have jobs 
and the gradual calling back to their 
benches and their desks of many who 
have lost their jobs. Purchasing power, 
as well ‘as confidence, will then increase 
and a sane era of cautious but coura- 
geous business revival should follow. 
Revived business activities will inevi- 
tably bring about a thawing out of many 
of these frozen credits, thus in turn en- 
abling the Reconstruction Finance Cor- 
poration to gradually liquidate its port- 
folio. It will necessarily be a process of 
several years to accomplish it, but there 
is no good reason why the ultimate 
working out of the Reconstruction 
Finance Corporation should not be as 


successful as was that of the War 
Finance Corporation. 


NO “‘DOLE” SYSTEM OR DUMPING GROUND 


In the meantime, it seems to me quite 
unfortunate that certain prominent citi- 
zens, who really know better, should 
both in serious conversation and face- 
tious ““wise-cracks” refer to the activities 
of the Reconstruction Finance Corpora- 
tion as a “dole” system for bankers or 
as a device for the taking over at the 
expense of the Government of the mis- 
takes that business and finance have 
made. The corporation will not and 
cannot be used as a dumping ground for 
unsound assets. It will render assistance 
where it is fully deserved and in the 
public interest. It is needless to point 
out how many institutions have, through 
circumstances beyond their control, 
gotten into a position which prevents 
them from performing their normal 
functions; nor can it be denied that, in 
the complicated economic mechanism of 
our modern life, the consequences of the 
breakdown of our financial institutions 
would affect the life, comfort, and wel- 
fare of all of our people. It is clear 
that these conditions create a public 
emergency which fully justifies the co- 
operation of the Government with the 
business interests. On the other hand, 
there is no thought or intention of per- 
mitting this corporation to subsidize 
private enterprise or to interfere with 
private initiative and independent efforts 
to put our houses in order without such 
aid wherever possible. 

Its sole purpose is to enable sound 
banks to continue in operation, to enable 
railroads and other productive enter- 
prises, based on the economic needs of 
our people, to obtain requisite financial 
support. In short, it is intended merely 
to free and make effective and available 
once more the forces of our existing 
credit facilities which just now are par- 
tially paralyzed by reason of the fact 
that they have become temporarily 
frozen. And bear in mind that in large 
measure this freezing process has been 
due to fear on the part of individuals 
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and corporations. Dispel this fear and 
relieve the existing pessimism and we 
shall soon have confidence re-established 
and frozen assets again made liquid. 
But we must not put too much faith 
in the Reconstruction Finance Corpora- 
tion alone! It is not the whole army! 
It is not the main line of defense! Two 
billion dollars is a lot of money, but it 
is not a limitless defense against the 
tremendous forces of deflation and 
liquidation now attacking our economic 
strength and values. The main line of 
defense must still be found in the cour- 
age, wisdom, and energy of our business 
leaders and the faith and confidence in 
our country on the part of all of our 
people. At best the Reconstruction 


Finance Corporation can be little more 
than that mobile reserve force that will 
stand behind the line and promptly move 
to any part of the front which develops 
weakness and requires reinforcements to 
prevent the forces of depression from 
breaking through. 


SOME EARLY RESULTS 


A very practical demonstration of the 
value of this mobile reserve force oc- 
curred in the first few days of the cor- 
poration’s existence. Among the finan- 
cial institutions to which the credit 
facilities can be extended are the Federal 
Intermediate Credit Banks. The twelve 
Intermediate Credit Banks offered for 
sale an issue of $15,000,000 of 5 per 
cent. debentures, on February 15. The 
demand for such debentures had not 
been very active lately and an appeal 
was made to the Reconstruction Finance 
Corporation to buy these debentures. 
The corporation expressed its willingness 
to do so, but it was decided to try to 
accomplish the desired result by under- 
writing the issue instead of buying the 
debentures outright. Accordingly, the 
debentures were offered to the public in 
the usual way, except that the adver- 
tisements carried the announcement that 
the Reconstruction Finance Corporation 
would purchase at par any part of the 
issue not subscribed for by the public. 
And, lo and behold, the entire issue had 
been absorbed on the second day of the 
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offering, and the Reconstruction Finance 
Corporation did not have to take a single 
one of the debentures. Human nature 
ever remains the same! The mere an- 
nouncement that someone else stood 
ready to buy these securities gave the 
public renewed confidence in the issue 
and created a sufficiently strong desire 
to absorb them without any actual 
financial help from the Reconstruction 
Finance Corporation. 


THE GLASS-STEAGALL BILL 


The Glass-Steagall bill was passed as 
an emergency measure and its provisions 
will hold good for only one year, until 
March 3, 1933. 

However, the bill has a twofold pur- 
pose. Besides making more flexible and 
available the resources of the Federal 
Reserve System to its member banks 
under the utterly abnormal conditions 
existing at this time, it definitely forti- 
fies and protects our gold supply and 
makes it fully adequate as a reserve 
under: any demand that may be made 
upon it. 

It simply permits the substitution of 
direct obligations of the United States 
for any part of the 60 per cent. cover 
behind our Federal Reserve notes, which 
cannot be supplied by presently avail- 
able eligible paper. However, no change 
whatever is made in the legal require- 
ment of the 40 per cent. gold so that 
the fundamental basis of our currency 
is by no means changed. 

Nevertheless, there has been a hue 
and cry that this new bill is “inflation 
ary” in its character and would there- 
fore ultimately do more harm than good. 
There is no justification for such fear. 
To begin with, the authority to substi- 
tute Government obligations for eligible 
paper is limited to one year. Secondly, 
the gold thus released will merely serve 
as an additional safeguard to our credit 
situation to be used only if either a 
sudden withdrawal of foreign balances 
or the genuine needs of increasing trade 
would require an expansion in the 
volume of currency. It is an anchor to 
windward; a protection against an un 
expected raid on our gold supply from 
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abroad or an unlooked for credit dis- 
turbance at home. It is not a measure 
of “inflation” in its generally accepted 
sense. 

But as a matter of fact there are 
many who believe that real “inflation” 
would be a panacea for all of our pres- 
ent ills and, therefore, should be en- 
couraged. There are others who paint 
pictures of dire distress which would 
be sure to follow if we embarked upon 
such a program. 

We can probably all agree that a 
large part of the prosperity that pre- 
ceded the present depression was due to 
an unsound inflation of values and an 
undue velocity of credit. Over-expan- 
sion of industrial plants, over-production 
of goods, over-trading in securities, and 
abnormal profits necessarily meant over- 
expansion or inflation of money. When 
the limit had been reached and expan- 
sion of all kinds slowed down, there 
came a precipitate deflation of business 
activity and a perpendicular decline in 
the value of goods, services and securi- 
ties. Confidence was lost, fear took its 
place, and the sudden curtailment of 
credit put an abrupt end to prosperity 
and almost caused a serious panic. 

As always happens in a reaction of 
this kind, the pendulum swung from 
one extreme to the other. Instead of 
merely bringing about a readjustment to 
a sound basis the deflation overran the 
mark with the result that security values 
are presently just as much below their 
intrinsic merit as they were above that 
point in the summer of 1929. 
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It is safe to say that there can be no 
return to public confidence until we can 
put a stop to this steady destruction of 
values, but it seems hardly fitting to 
brand the efforts to counteract this de- 
flationary process as “inflation” in the 
generally accepted sense. Nevertheless 
it seems that neither the Greeks nor 
Webster had a word which more accu- 
rately fits the case, with the result that 
a brand new word has been coined and 
given general circulation in business and 
financial circles, and that word is “re- 
flation.”” It of course intends to convey 
the thought that the recently passed 
relief measures will not tinker with our 
gold standard or make any basic change 
in our currency system but are intended 
solely to permit the pendulum of prices 
to swing back to that happy medium 
where quoted values will be somewhere 
near the point of the intrinsic merit of 
goods and securities. 

It will not do to create exaggerated 
hopes regarding an early ending of this 
world-wide depression. The Recon- 
struction Finance Corporation and the 
Glass-Steagall bill are steps in the right 
direction, but after all they are tempo- 
rary measures—palliatives rather than 
cures. The most we can expect them to 
accomplish is to dispel all fear of a gold 
or currency shortage and to re-establish 
confidence in our banking and credit 
structure and in the future of America. 

In the last analysis the winning of the 
battle depends on our individual courage 
and energy and on our ability to adapt 
ourselves to the changed conditions. 
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How My Directors Direct 


By Harry W. Rawson 
Cashier The Farmers State Bank, Waupaca, Wis. 


bank of which I am cashier con- 

sists of five representative business 
men and farmers, the assistant cashier 
and myself. They portray a fairly good 
cross section of the various industries in 
our community. The president deals in 
potatoes, one of our principal cash crops. 
The vice-president is an implement 
dealer who knows merchandising as well 
as farmers and their 
credit standing. We 
have an  abstractor 


Tse board of seven directors of the 


UCH has been said and 


negligible. The directors and their fam- 
ilies keep good-sized deposits with us and 
don’t deem it necessary to maintain off- 
setting loans. 

Our directors are not acting for profits 
for themselves. They receive the fee of 
$50 a year, have the use of a deposit box, 
are furnished exchange, are exempt from 
other items such as coupon collection 
charge and charge for buying and sell- 
ing securities. We 
have a meeting once 
a month and seldom 


whose daily contact 
with the Court House 
records enables him to 
give us valuable in- 
formation on real es- 
tate transactions. We 
also have two pros- 
perous farmers and it 
happens that they re- 
side in opposite direc- 
tions from the city 
and thus give us 
wide contact with our 


written in the last few 
years concerning the duties of 
bank directors and the diligence 
with which they have performed 
those duties. In this article the 
cashier of a small-town Middle- 
western bank relates the way in 
which his directors carry on 
their work—an article which, the 
author says, might be appropri- 
ately though slangily titled, 
“My Directors Direct, And 
How.” The article is from an 
address delivered before the 
Wisconsin Better Banking Con- 
ference. 


have to postpone our 
regular meeting date. 
The attendance record 
is practically perfect. 
We seldom have to 
have a special meet: 
ing because the dis: 
count committee is al- 
ways available and if 
anything comes up 
that it does not feel 
capable of deciding 
the other board mem- 


farming community. 

These five men, all in 

the prime of life, have resided in the 
vicinity of Waupaca all their lifetimes 
and so are personally acquainted with 
practically all of our customers. The 
assistant cashier and I have been con- 
nected with the bank for more than 
twelve years so we are also more or less 
acquainted. 

These directors have substantial stock 
ownership in the bank but are not the 
largest stockholders. They all take a 
civic pride in guiding the institution and 
are not there to milk the profits or bor’ 
row all the money possible for them- 
selves or for enterprises in which they 
ate interested. It is a pleasure to com- 
plete that part of the report to the bank- 
ing commissioner wherein directors’ loans 
are listed because the percentage is so 


bers are always near 

at hand and their 
opinions are ascertained. A regular or- 
der of business is followed in the direc- 
tors’ meetings but since the board is 
small and agreeable the meetings are 
more or less informal and each one has 
a chance to voice his opinion. 

These men have been directors long 
enough to know how to keep quiet about 
what transpires in the meetings and I 
am sure that they hold their neighbors’ 
affairs as confidentially as they do the 
secret work of the fraternal orders with 
which they are afhliated. 

In speaking of the harmony which ex- 
ists between the directors and the execu- 
tive officers, I do not wish to convey the 
impression that the directors are a bunch 
of “yes men.” They have their differ- 
ences of opinion and are not afraid to 
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speak up. On any important matter our 
president takes plenty of time to allow 
each director to express himself but when 
it comes to the final vote none of them 
are so stubborn that they cannot change 
their minds when they realize it is for 
the benefit of the bank to do so. They 
make mistakes, of course, but when seven 
men vote unanimously on a question it 
is usually more apt to be right than 
wrong. 

At the regular meeting we used to go 
over all new and renewal loans made 
during the interim and also notes matur- 
ing in the next few weeks. We found 
that this procedure, in addition to the 
other business, dragged out the meetings 
for several hours and took valuable time 
from the consideration of other matters. 
Now the discount committee of three 
goes over these loans in the afternoon 
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might not be at all average for the 
month, especially as to overdrafts and 
reserves. 

The directors preserve these state- 
ments from meeting to meeting for com- 
parative purposes and no item in the 
bank’s financial set-up can get very far 
out of line without the directors being 
aware of it. For instance, as every item 
is discussed, if the reserve is up or down 
it is brought to their attention and ex- 
plained or if the deposits in any depart- 
ment are up or down an explanation is 
forthcoming. Likewise the items of ex- 
pense, interest paid, and profits may be 
watched carefully and compared from 
month to month. 


ASSUME RESPONSIBILITY 


The directors are willing to assume re- 
sponsibility and help the active officers 


“If I were a depositor looking for a banking connection I 
would choose a bank with a well-balanced board of directors, each 


member of sound judgment, each a successful man himself, and 
none of whom were looking to the bank to further their own 
interests to any great extent.” 


before the meeting and only those lines 
needing attention are brought before the 
entire board. This committee also re- 
ports important loans paid, past due 
paper, and bonds bought and sold. 

One of the requirements, of course, is 
that a statement of resources and liabili- 
ties be read at each meeting. Bank di- 
rectors or anyone else find it difficult to 
retain a list of figures from the mere 
reading of them so at every meeting we 
hand each director a written statement 
of condition. Besides just the items of 
resources and liabilities other important 
information is reported at the bottom of 
the sheet, such as average reserve, aver- 
age deposits, average overdrafts for the 
past thirty days, earnings to date for the 
period from the last cut-off, and the 
amount of deposits a year ago. The di- 
rectors want this added information be- 
cause the statement for any one day 


iron out some of the disagreeable mat- 
ters which arise. For instance, when we 
refuse a loan, or call in one, they are 
perfectly willing that we tell the bor- 
rower that it is by order of the board of 
directors. If a dissatisfied borrower goes 
over our head and takes his grievance to 
the directors they are not slow in telling 
him that we are trying to conduct a safe 
bank for depositors and not a borrower's 
paradise. 

The directors give us valuable leads 
on the feeling of the public toward the 
bank. People will praise or complain 
about the management much more 
readily to a director than to us in the 
bank. At every meeting this phase is 
discussed and the directors ask for a re- 
port on important new accounts and 
closed accounts. 

Our directors are eager to keep up 
with the modern trend of banking as is 
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shown by the fact that they unanimously 
adopted a schedule of measured charges 
which two of our neighbor banks and 
ourselves put into effect on December 1. 
This is all new to the directors as well 
as to us on the inside. While the mat- 
ter of account analysis is still in the edu- 
cation stages and we have made no ac- 
tual charges on commercial accounts as 
yet, still the other charges amounted to 
$280 in December. 

The directors like to attend the county 
meetings and were very much in favor 
of county credit bureau and protective 
programs, both of which have been es- 
tablished in Waupaca County for sev- 
eral years. 

Realizing that no bank is better than 
its brains, they have authorized payment 
for American Institute of Banking 
courses for employes the last three years. 
When the earnings justify, they au- 
thorize installation of the best up-to- 
date equipment and are as liberal as pos- 
sible in their consideration of the pay 
roll. 

Always before the declaration of the 
semi-annual dividend a house cleaning 
is made of the loans and discounts, and 
reserves are set up. The directors feel 
that they should know our own losses 
just as well as the bank examiners and 
they pride themselves in sorting out the 
chaff from the wheat so that the com- 
missioner won't have to write such a 
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long letter. One director advanced the 
idea that a depreciation reserve be set up 
and added to, the income from which 
would be large enough to take care of 
normal charge-offs. That is chiefly 
theory in these days but it is a noble 
thought and something to strive for. A 
member of the discount committee classi- 
fied every loan on our books according 
to his own viewpoint. It was a valu- 
able guide and a great source of satis- 
faction to liquidate a good portion of 
these which he placed in his loss column. 

Our directors do not make the semi- 
annual stockholders’ examination. We 
have five men outside the board who do 
this, three of whom have been on the 
stockholders’ examining committee for 
the last fifteen years. Our directors 


favor this method, not because they want 
to shirk any work, but because they feel 
it is a confidence builder in that the 
public knows that five more well-known 
representative men become familiar with 
the condition of the bank. 

If I were a depositor looking for a 


banking connection I would choose a 
bank with a well-balanced board of di- 
rectors, each member of sound judgment, 
each a successful man himself, and none 
of whom were looking to the bank to 
further their own interests to any great 
extent. I am extremely happy as a 
cashier to have my directors to look to 
for advice and guidance. 
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Non-Depositing Borrowers 


Country Bankers Must Follow Example of Cities in Demanding 
Compensating Balances 


By A. C. KiInGsTon 


Vice-President Citizens 


banks to be inclined to grant credit 

where they consider the loans good, 
without giving sufficient consideration to 
some of the other important factors in 
connection therewith. 

We country bankers grant credit 
without taking into consideration the 
aftermath of making loans to those who 
are not customers of ours. There are 


l: is common practice among country 


National Bank, Stevens Point, 


Wis. 


looking an important factor if we do not 
give careful consideration to every angle 
of making loans to non-depositing bor- 
rowers. 

There was a time when such service 
could be granted by country banks, but 
that was in times when there were com- 
paratively few bank accounts, particu- 
larly of the small variety, whereas small 
accounts now average from 60 to 75 per 


“We have done much of late to regain our earnings position 


of years gone by but, no matter what service charges we have 
already inaugurated, we are overlooking an important factor if 


we do not give careful consideration to every angle of making 
loans to non-depositing borrowers.” 


many people in every community who 
wish to use a bank for their own accom- 
modation, so as to borrow money in 
times of need and to pay it off at their 
pleasure, sometimes before maturity or 
at maturity, but in most instances ex- 
pecting renewal after renewal. We are 
inclined to accept these loans from non- 
depositing customers in times when we 
are flush with loanable funds, but we 
fail to take into consideration that, be- 
cause of the general custom of so many 
renewals, there comes a time of strin- 
gency when our practice in accepting this 
kind of paper reflects upon our ability 
to properly take care of our depositing 
customers. 

We have done much of late to regain 
our earnings position of years gone by 
but, no matter what service charges we 
have already inaugurated, we are over- 


From an address before the Wisconsin 


Better Banking Conference. 


cent. of the total accounts of our bank- 
ing institutions. In years gone by there 
were also many other sources of revenue 
which we do not now have for making 
profits. 

One of the big things to be accom- 
plished is to give proper consideration 
to the maintenance of compensating bal- 
ances by our borrowers or to in some 
other way offset this service through a 
proper charge. 


COMPENSATING BALANCES 


Compensating balances are important 
for several reasons: They protect the 
cash position and the liquidity of the 
depositor’s business, they reduce the 
credit risk of the bank, and they provide 
a deposit account that is profitable to 
the bank. 

For a great many years, the large 
banks in reserve centers, at least to a 
great extent, have required certain def- 
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inite balances of anywhere from 10 to 20 
per cent. from their borrowing customers 
and the time has now arrived when the 
country banks will have to follow the 
same practice. For a bank not to make 
this requirement is unfair to its cus- 
tomers and casts a reflection upon the 
management of the bank. 

The chief source of the lending power 
of a bank is its deposits. The business 
of a commercial bank consists primarily 
of purchasing raw material in the form 
of deposits and converting it into loans 
at a price to yield the bank a net profit. 
There are two primary costs in this 
procedure: first, the cost of securing and 
keeping deposits of customers; and 
second, the cost of converting these de- 
posits into earning assets. 

Therefore, if credit risks are equal, the 
customers who are the heaviest contribu- 
tors to the bank's raw material are those 
most entitled to credit accommodations. 
The first test, therefore, in determining 
whether or not a loan request should be 
granted is the extent to which an ap- 
plicant has contributed to the fund that 
makes loans possible. During such times 
as the loan demand is greater than the 
available loanable funds, the chief test 
as to who should be accommodated and 
to what extent is the record of deposit 
balances. To achieve justice between 
borrowers and non-borrowers, the bor- 
rowers should be required to contribute 
sufficient deposit funds so that the earn- 
ings therefrom will at least pay for the 
cost of the loan and credit functions. 

Bank operating costs are considerably 
increased as the result of necessity for 
better loan and credit information func- 
tions. This additional cost must be borne 
by the borrowers. Just as soon as a non- 
borrowing customer becomes a borrow- 
ing customer, additional facilities of the 
bank are brought into operation, which 
incurs added costs. These additional 
costs are those of maintaining the loan, 
discount and credit departments, salaries 
of the loan and credit officers and the 
proportion of overhead charges which 
should be properly allocated to these 
direct costs. Successful bank operation 
and administration depend on the proper 
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exercise of these functions, which in 
turn require the best brains and talent 
available. With the progress made in 
recent years through more scientific 
methods in securing financial and earn- 
ings statements and otherwise securing 
credit information, the cost of adminis- 
tration of loan and credit departments 
has materially increased. 


INVESTMENT LOANS 


The exception to the application of 
the compensating balance rule will be 
found in investment loans, i. e., those 
secured by readily marketable collateral 
or purchased commercial paper. The 
purchasing of this class of paper is usu- 
ally exercised by banks when they have 
a surplus of loanable funds and have to 
depend upon an open market for an 
outlet. If these loans are wisely pur- 
chased, they are readily marketable and 
can be disposed of with very little 
trouble when the demand for loans from 
the bank’s customers is sufficient to ab- 
sorb all of the funds available for local 
loan purposes. 

Commercial paper brokers and indi- 
vidual money lenders can loan money 
without requiring a supporting deposit 
balance for the reason that this class of 
lenders requires borrowers to pay a 
brokerage or an interest rate that is in 
excess of the commercial bank ate. 
These brokers also require that the bor- 
rower have an unused line of credit from 
the banks in which he makes his deposits, 
which is equal to the amounts of paper 
sold by the brokerage house. 

If a non-depositing borrower comes 
into our bank and desires a sizable loan 
we are justified in explaining to him that 
the proper method of opening up a bank 
relationship is not through accommodat- 
ing him with a loan, but rather through 
his establishing a credit position by open- 
ing and carrying a satisfactory bank bal- 
ance. If this is not required, much of 
the bank's local loanable funds are ab- 
sorbed in non-depositor loans so that, 
particularly in times of stringency, it 
would reflect upon the bank’s ability to 
properly take care of its depositing bor- 
rowers. 
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THE SMALL LOAN 


Consideration should be given the 
amount of loanable funds which would 
be absorbed through loaning promiscu- 
ously to all non-depositing borrowers as 
compared to the multitude of deserving 
borrowers in our communities that de- 
sire to make small or so-called character 
loans. A bank which is in the business 
of lending to the larger borrower should 
also pay attention to the small borrower, 
for there is some moral, as well as finan- 
cial, obligation resting on the banker in 
this respect. Many of the most valuable 
customers of the banks today were de- 
veloped from the small customers of 
former years. 

There is much justification for the 
rendering of service to the community 
through the bank and also for the making 
of a reasonable profit thereby, in grant- 
ing small loans to non-depositing bor- 
rowers. Some of the largest banks of 
our country within the last few years 


have opened up what is known as “per- 


sonal loan departments.” One of the 
largest banks in the United States has a 
separate department and advertises ex- 
tensively for this class of paper. Banks 
even go so far as to carry insurance on 
the lives of their borrowers so that in 
case of death the loan is paid through an 
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insurance policy, thus giving protection 
to both the lender and the borrower. 
From several years’ experience they find 
the small loan department is an added 
service and a business-builder for their 
institutions, in addition to which they 
make a reasonable profit. 

We country bankers, as a rule, do not 
represent institutions large enough to 
have separate personal loan departments, 
but as it has been demonstrated that this 
class of business is profitable to the 
largest banks in the country, there is a 
basis, I believe, on which it can be made 
profitable to the country banker. 

To sum up the situation, good loans of 
good customers, in our respective com- 
munities, should be taken by our banks, 
but this should be done under a plan 
whereby sizable borrowers should be 
compelled to carry from 15 to 20 per 
cent. in balances against their loans and 
the small loans should be handled strictly 
on a service charge basis. 

By accommodating the great mass of 
small borrowers in our communities, we 
will be rendering them a service for 
which they will be paying us for all op- 
erating costs plus a reasonable profit, and 
at the same time we will be building a 
good-will asset that should eventually 
and very favorably be reflected in the 
patronage of the other departments of 
our banks. 
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Lawyer vs. Trust Company 


Both Sides of Controversy Presented at the Mid-Winter Trust 
Conference 


HEN two or three trust men 
\ ‘ / are gathered together, the sub- 

ject of the trust company vs. 
the lawyer always comes up, so when the 
program for the Mid-Winter Trust Con- 
ference was planned, lawyer and trust 
oficer were each given a chance to ex- 
press their sides of that oft-discussed 
controversy. Representing the Bar was 
John G. Jackson, of the New York Bar, 
and chairman of the Special Committee 
on Unauthorized Practice of the Law, 
American Bar Association. The trust 
men were defended by Robertson Gris- 
wold, vice-president of the Maryland 
Trust Company, Baltimore. 


FOR THE LAWYER 


The purpose of a corporate fiduciary, 
as defined by Mr. Jackson, is “to hold, 
protect and administer accumulated cap- 
ital.” “Are not,” he asked, “these prob- 
lems and duties sufficient without a 
fiduciary taking on in any degree the 
further responsibility for the preparation 
of wills and trust agreements, regardless 
of the fact that so doing is undoubtedly 
practicing law, and regardless of the di- 
vided loyalty which undoubtedly exists 
when a fiduciary undertakes the prepara- 
tion of such papers? It is often 
said that a prospective testator or trustor 
either through motives of economy or 
because he has no lawyer requests or even 
demands that the fiduciary prepare his 
will or trust. I can see no force in such 
arguments. The preparation by a fiduci- 
ary of such documents is either right or 
wrong as a matter of principle and not 
as a matter of expediency or economy. 
Any trust officer sufficiently able to dis- 
charge the difficult problems of adminis- 
tration committed to him must likewise 
be able to demonstrate to a customer the 
need and advantage of independent 
counsel and how one may be secured.” 


The trust company which seeks to 
solve the question by hiring its own 
lawyer to attend to such matters is only 
adding to the trouble. Of this practice 
Mr. Jackson said: 

“No one knows better than you (the 
trust man) the many questions of great 
consequence that require consideration, 
discussion and advice in preparing wills 
and trust agreements. Honest differences 
of opinion on these questions can and do 
exist and there should be room for them 
to exist at all times, and opportunity for 
the client to reach a decision after he has 
received advice free from any suggestion 
of interest. I ask your serious consid- 
eration of whether or not when the re- 
tained or salaried lawyer of a corporate 
fiduciary prepares wills and trust agree- 
ments, and advises prospective testators 
and trustors concerning such instruments, 
the lawyer is not violating the standards 
and the ethics of his profession, and doing 
so at the request or direction of the fi- 
duciary. I make no excuse for the lawyer. 
I believe members of the Bar who under- 
take to render such services are the chief 
offenders. I do, however, submit that it 
is to your interest to co-operate with 
the efforts of the Bar to oppose such 
practices. If business, so to speak, takes 
over the Bar by trust companies through 
employed lawyers drawing wills and 
trust agreements, by title company law- 
yers attending to all real estate matters 
and by other corporations of one kind 
or another employing lawyers to do law 
work to the profit of their stockholders, 
you will have a commercialized profes- 
sion. The sustaining ideals and tradi- 
tions of a profession do not attach them- 
selves to a business, and that is what the 
law will become. The work of Bar as- 
sociations will cease for lack of interest 
and support. The profession of law 
must be the binding force of the world 
in which we live; by virtue of it labor 
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THE EVER-CHANGING MARKET 
FOR TRAVELERS CHEQUES 


Figures compiled by the 
Trans-Atlantic Confer- 
ence show that a grand 
total of 939,468 people 
traveled east and west 
across the Atlantic in 


This year many thou- 
sands will go to Europe 
from America for pleas- 
ure, business, or other 
purposes. While the total 
number of voyagers may 
be somewhat reduced, 
the steamship lines have 


Travelers 
rossedth 
— Atlantic 


“in l931 


its trust by issuing to its 
depositors American Ex- 
press Travelers Cheques 
instead of cash. These 
“international funds” 
have been carried by 
travelers all over the 
globe since they were 
originated in 1891. They 
are as readily accepted 
in hotels, tourist offices, 
shops, and garages of 
Europe as in America. 

They furnish the trav- 
eler with ironclad pro- 


shown their confidence EXOQOO¢\O0¢""' tection against loss or 


by building new ships 

which are going into service this 
summer. Exchange rates and other 
factors have reduced the cost of 
foreign travel. Americans in all 
walks of life now swell the vast 
army that pours across the Atlan- 
tic into the Old World. Interna- 
tional events, conferences, diplo- 
matic visits, regattas, races, and a 
thousand and one other attractions 
lurk in the horizons of Europe to 
lure Americans to taking Trans- 
Atlantic vacations. 

Money will undoubtedly be 
taken from banks and elsewhere 
for the purchase of tickets, reserva- 
tions, and for use as funds while 
abroad. The bank, which is the 
secure guardian of the funds of its 
patrons at home, can still continue 


theft, and also automati- 
cally introduce him to the helpful 
hand of the American Express 
Service in foreign lands. American 
Express interpreters stationed at 
ports, depots, and frontier points 
abroad are eager and willing to 
give advice regarding hotels, trans- 
portation, baggage arrangements 
and useful local information. 

In addition to safeguarding the 
depositor’s best interest, the sale 
of American Express Travelers 
Cheques also presents many profit 
able transactions for the bank. 


Steamship tickets, hotel reservations, 
itineraries, cruises and tours planned 
and booked to any part of the world by 
the American Express Travel Service. 
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and capital carry on side by side, prop- 
erty and personal rights are dependent 
upon it; without it confidence and credit 
could not exist.” 


FOR THE TRUST COMPANY 
Said Mr. Griswold: 


“There has been much misconception 
as to the proper functions of our Com- 
mittee on Co-operation with the Bar. In 
view of the widely diverse statutes, de- 
cisions, customs and practices throughout 
the country, he would be indeed a ma- 
gician who could produce from the com- 
mittee’s hat the rabbit of universal ac- 
cord between the trust companies and 
our friends at the Bar. 

“In no case have we advocated a sur- 
render of our legitimate rights. As early 
as 1921, the committee stated: “We do 
not suggest to the trust companies that 
they submit to any hampering of their 
legitimate business functions’ and last 
October we said: “We are not to be un- 
derstood as advocating a surrender, no 
matter how slight, of any of our legiti- 
mate rights.” ‘ 

“Thus our right to advertise has been 
attacked by some members of the Bar 
who, while denying to us the right to 
act as lawyers, assert that we should be 
governed by their own self-imposed re- 
straints against their own advertising. 
Here they are guilty of what they have 
frequently seen fit to accuse us—a con- 
fusion as to what is law and what is 
business. While a lawyer may not ad- 
vertise for legal employment—nor should 
a trust company, for that matter—there 
is no earthly reason why he should not 
advertise a business in which he is en- 
gaged. . . . 

“Another factor in the situation which 
has made for bitterness rather than for 
friendly understanding is the all too fre- 
quent accusation that we are entirely 
void of altruism and are motivated solely 
by a selfish and commercial interest in 


our relations with our customers. 

“The lawyer is paid for his services 
just as we are, but it would be obviously 
unfair for us to advance and broadcast 
the doctrine that the interest of lawyers 
in their clients is measured and circum- 
scribed by the amount of the fees which 
they expect to receive. 

“It is indeed difficult for us to let such 
accusations pass unchallenged.” 

In order to avoid trouble with the Bar, 
said Mr. Griswold, let trust men ask 
themselves these questions: 

“Have we made a sincere effort to 
cultivate the friendship of the local Bar 
in order to eliminate friction in advance, 
or have we waited until it was too late? 
Have we carefully weighed in the scales 
the value of the good-will of the mem- 
bers of a great profession, and have we 
made the same effort to obtain this good- 
will as we have made with the life un- 
derwriters and with others whose friend- 
ship we felt to be an asset? Have we, 
before embarking upon a line of activity 
which might prove offensive to the Bar, 
made a proper study of our local statutes 
and judicial decisions? Have we consid- 
ered the background of past customs and 
practices, and mayhap prejudices, in our 
locality? If, after a careful examination 
of all of these factors, we find one that 
appears to cast doubt upon the legality 
or propriety of a proposed course of 
procedure, let us give ourselves pause. 
If, on the other hand, we are convinced 
that we are only proposing to exercise 
our legitimate rights and privileges, let 
us protect them at all costs. 

“But if we are in doubt, then let us 
invite our friends at the Bar to sit around 
a table and talk things over. There have 
been reached at least fifteen agreements 
of which we have knowledge, and sev- 
eral more are in the process of negotia: 
tion. Quite recently, very disagreeable 
situations have been cleared up in two 
important states.” 





Bank Secondary Reserve 
and Investment Policies 


By 
PAUL M. ATKINS 


During the past few years there has 
been a rapidly growing interest in 
bank secondary reserves and much 
attention is now being given the sub- 
ject at bankers conventions and in 
banking periodicals. 


The present volume is the result of a 
persistent demand for authoritative 
information on this problem—a book 
designed to be of practical helpfulness 
to executives charged with investment 
responsibilities. 


The author, Dr. Paul M. Atkins, 
has been making a study of this sub- 
ject for a number of years and this 
volume embodies the results of his 
interview of some three hundred Basie. Factors Underlying Bank He 
different bankers, many of whom con- Size “aa “composition of a Primary 
tributed data based on their own ex- Size and | Composition of a Second- 
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Please send me, postpaid, a copy of “Bank Secondary Reserve and Investment 
Policies. * I agree to remit $2. 50 within five days or return the book. 
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Government and the Banking Business 


By WILLIAM Hayes 


have but little direct effect on busi- 

ness. For one thing, in normal times, 
they pay little attention to each other. 
Business men find it not too difficult to 
make profits, yet difficult enough to en- 
gage most of their attention. They feel 
no need of outside assistance, and resent 
Government action as “interference.” 
Legislators are encouraged to devote 
their main attention to the administra- 
tion of the lawmaking machinery, and 
to pay as little heed to business as pos- 
sible. 

In times of depression, all this is 
changed. Business men, having lost 
much of their former confidence in their 
own powers, are more willing to have 
the Government intervene in their be: 
half. Having less than enough business 
to occupy their full time, they are not 
slow to demand the help which they feel 
is both necessary and desirable. Requests 
pour in from all sides for Government 
action to aid in checking or relieving the 
depression. 

This heightened interest in Govern- 
ment assistance in times of recession 
makes business and business men par- 
ticularly responsive to Government ac- 
tion or lack of action. Which probably 
explains why most of the developments 
in the banking and financial field in the 
last few months have been dominated by 
Government actions or policies. 


[: normal times Government actions 


THE EBBING TIDE OF BANK FAILURES 


Take bank failures as an example. 
During the last half of 1931 and the 
first month of 1932, banks were closing 
at the rate of fifty a week or more. Then, 
early in February the Reconstruction 


Finance Corporation was established by 
the Government. 

Now it is and always has been a de- 
batable point whether it is safe to reason 
post hoc propter hoc—either in economic 
affairs, medicine, or politics. The fact 
that a certain thing happens after some- 
ing else is no assurance that it happens 
because of the event which preceded it. 
The relation may be simply casual, not 
causal. 

Nevertheless, there seems to us more 
than fortuitous circumstances in the fact 
that the number of bank failures began 
to decline sharply as soon as the Recon- 
struction Finance Corporation was or- 
ganized. In the week ended January 28 
there were fifty closings, in the week 
ended February 4, there were forty-two, 
in the week ended February 11 the figure 
dropped to twenty-six, in the week ended 
February 18 it recovered to twenty-nine, 
dropped again in the week ended Feb- 
ruary 25 to twelve, in the week ended 
March 3 was thirteen, declined again to 
eight in the week ended March 10, re- 
covered to fourteen in the week ended 
March 17, and increased slightly again 
to eighteen in the week ended March 24. 
Inasmuch as one of the main purposes 
of the Reconstruction Finance Corpora- 
tion was to aid banks and reduce bank 
failures, it seems only reasonable that it 
should get the credit, now that this has 
been accomplished. Even eighteen bank 
failures a week is no cause for congratu- 
lation—it is still far too many—but it is . 
a great deal better than fifty per week. 

The collateral effects of this reduction 
of failures are as important as the re- 
duction itself. The wholesale jettison- 
ing of Government securities, which 
went with the panicky conditions created . 
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by the large number of failures, has 
spent its force and is now declining. 
When the “great, silent run” on the 
banks of the United States began early 
last fall, even strong institutions began 
to fortify themselves. Cash reserves 
needed to be increased. The best way 
seemed to be through sales of securities 
—preferably Government securities, for 
they had depreciated less than others. 
And as long as the number of bank fail- 


ures continued high, such sales were 


large. For every succeeding failure con- 
stituted more of a threat to the other 
banks in the community. ‘ Each caused 
more alarm, and resulted in withdrawals 
even from sound, strong banks. 

It is no wonder, then, that while the 
average monthly sales of Government 
bonds on the New York Stock Exchange 
from January to August, 1931, were 
only $13,016,000, in September the fig- 
ure leaped to $38,493,000. It advanced 
to $56,157,000 in October, dropping 
back to $37,389,000 in November, and 
then mounting to $61,046,000 in Decem- 
ber and $67,676,000 in January, 1932. 
But in February it eased back to $55,- 
519,000, and at the time this went to 
print it was expected that the March 
figure would fall slightly below that 
level. 


END OF THE LIQUIDITY ERA 


The era characterized by the demand 
for liquidity “at all costs” apparently 
came to an end with January. By that 
time even Government bonds had de- 


preciated to a point where most sellers 
would have to take a loss on them. 
When it became possible, therefore, to 
increase cash by pledging assets for a 
loan from the Reconstruction Finance 
Corporation, instead of selling them, 
there was a definite advantage in doing 
so. Consequently the pressure on the 
market to dispose of Governments 
promptly ceased. And despite the fact 
that the trend of business continued 
downward, and Government financial 
problems were perplexing legislators, the 
whole bond market showed more 
strength than weakness. Prices of Gov- 
ernment bonds bounded up sharply, 
reaching new highs for the year about 
the third week in March. 

Then Congress began to get balky 
about the tax bill. The sales tax, much 
relied upon by the Administration and 
the Committee on Ways and Means, was 
defeated. This made the problem of 
balancing the budget a much more difh- 
cult task. There began to rise in many 
minds (especially abroad) a question 
whether the United States would be able 
to keep its credit intact. The possibility 
of further Government borrowing was 
envisaged as militating against higher 
prices for Government bonds. And s0, 
at the time this was written, prices were 
falling back a little. 


THE SHARE OF RESERVE POLICY 


It is not fair to give all the credit for 
the improvement in the bond market to 
the Reconstruction Finance Corporation. 
The Federal Reserve banks have con’ 
tributed, too. 

As early as January Governor George 
L. Harrison of the Federal Reserve Bank 
of New York remarked that the defla- 
tion of credit must stop if there were to 
be an early turn of the business tide. 
“There are over $8,000,000,000 of eli- 
gible assets in the member banks of the 
country,” he said. “Even assuming that 
some of these assets may be badly dis- 
tributed, nevertheless, the Federal Re- 
serve banks are in a position at the pres- 
ent time and on the basis of their present 
gold supply to expand Federal Reserve 
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credit by some $3,500,000,000, which 
could mathematically form the base for 
an increase of as much as $35,000,000,- 
000 in bank credit—a stupendous sum.” 

This sounds like an open invitation 
to the banks of the country to use their 
borrowing privileges at the Federal Re- 
serve banks. Not content to wait for 
loan applications to come in, the Federal 
Reserve System decided, apparently, to 
take the initiative in combating defla- 
tion through open market purchases. It 
reduced its bill-buying rates three times 
—once in January, once in February, 
and once in March. 

This is the necessary prelude to any 
attempt to pump money into circulation 
through the purchase of Government 
securities. The law requires that Fed- 
eral Reserve notes (which, presumably, 
would be issued to pay for such pur- 
chases of Government securities) must 
be secured by commercial paper having 
a face value equal to at least 40 per cent. 
of the notes outstanding. The Reserve 
hanks, therefore, must provide themselves 
with a supply of commercial paper in 
order to employ the open market policy 


in checking deflation. Thus and only 
thus can they continue to purchase Gov- 
ernment securities, strengthening the 
market in these issues, and putting more 
money in circulation. 

This method of ending deflation by 
central bank action has often been urged 
by eminent economists. In the depres- 
sion of 1920-21 it was one of the con- 
troversial points—whether the Federal 
Reserve System could check deflation or 
not. Many charges were made that the 
System precipitated and perpetuated the 
depression by a “deflation policy.” W. 
P. G. Harding, then governor of the 
Federal Reserve Board, made a vigorous 
defence, contending that the Federal Re- 
serve banks necessarily follow a passive 
policy in a period of declining business. 
If a debtor bank wishes to pay off its 
loan there is no way the Federal Reserve 
bank can prevent it from doing so. Low 
rates can be made, but low rates will not 
encourage borrowing. Low rates are the 
result of stagnant business and no de- 
mand for loans; not the cause of busi- 
ness revival. 

In the last twelve years, however, the 
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Federal Reserve banks have developed 
the technique of “open market opera- 
tions” to a point where they can play, 
if they choose to do so, a more active 
role when business is slipping down into 
the valley of depression. They are not 
yet sure how well it will work, for it 
has never been tried out under similar 
conditions before. They are proceeding 
slowly and caustiously. One can only 
hope that the experiment will prove suc- 
cessful. 


THE RECOVERY IN FOREIGN BONDS 


Obligations of other governments than 
the United States seem also on the road 
to recovery. The index of ten foreign 
government issues, compiled by the 
New York Times, advanced from a low 
of 85.52 on January 2 of this year to a 
high of 91.65 on March 10. It fell back 
about a point before the end of March. 

This recovery cannot logically be at- 
tributed to any of the influences cited 
above as responsible for the strength in 
U. S. Government bonds. It may be, 
it is true, that foreign government bonds 
were also sold heavily by banks before 
the Reconstruction Finance Corporation 
was organized. We doubt it. Foreign 
bonds had depreciated so far by the 
fall of 1931 that most holders were re- 
luctant to sell and take their loss unless 
compelled to do so. 

More likely, in our opinion, the im- 
provement has come from the ameliora- 
tion of the political and economic difh- 
culties abroad, particularly in both Eng- 
land and Germany. Both have balanced 
their budgets, and in the German elec- 
tions last month, President Hindenburg’s 
decisive victory over his radical rival, 
Hitler, assured stable conditions in Ger- 
many for some time to come. Premier 
Mussolini says that “the culminating 
point of the crisis has been definitely 
passed” in Italy. All these are things 
which inspire more confidence by for- 
eigners in their countries’ bonds, most of 
which are selling on the New York 
Stock Exchange at prices which offer 
handsome, tempting yields. Even the 
suicide of Ivar Kreuger, and the sub- 
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sequent revelation of difficulties among 
his far-flung enterprises, could not de- 
stroy this growing confidence. 

In England, not only has the budget 
been balanced, but the government ex- 
pects a surplus of $50,000,000 in the 
present fiscal year. The capital market 
is showing signs of life, with new se- 
curities in keen demand, and most of 
the loans oversubscribed. English in- 
vestors have long been familiar with 
foreign government bonds, and have not 
that same antipathy toward them that 
is exhibited in the United States. Their 
experience has made them shrewd judges 
of values. It is probable that at least a 
part of the strength in foreign bonds in 
recent weeks has derived from British 
purchases. 

Whatever the cause, foreign bonds 
have, of late, demonstrated considerable 
strength and stability. And stability, 
whether in bond prices, commodity 
prices, or ‘business activity, is much 
needed now. The world is looking for 
a firm base on which it can stop and rest 
a bit before beginning the long, arduous 
climb back to economic health. For two 
years it has been slipping gradually 
downward, despite frantic attempts to 
halt itself by clutching at tariffs, gov- 
ernment construction projects, optimistic 
utterances, etc. If it has finally reached 
bottom, there will be a great sigh of 
relief. 


DECLINING EARNINGS DOMINATE COR-’ 
PORATION BONDS 


There is less assurance that corpora- 
tion bonds have completed their decline. 
Corporations are not in the happy posi- 
tion of governments, states and munici- 
palities—they cannot usually find new 
sources of revenue during a depression 
period. Of course, this is not an easy 
task, even for a government agency; wit- 
ness the difficulties of Chicago and many 
other cities. But it is infinitely easier 
and has much more chance of success 
than the attempt of a corporation to 
check the decline of profits during a 
period of business recession. 

For that reason, it is unsafe to assume 
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that corporation bonds have reached 
bottom, as yet. They may have, but it 
is well to remember that the decline of 
earnings has not been checked—hardly 
even retarded. So long as the earnings 
behind a bond (which constitute an im- 
portant part of its protection) are 
dwindling, it is unlikely that bond will 
appreciate, no matter how strong the 
general bond market, how generous the 
yield, and how low the prevailing rate 
of interest. 

The only foundation on which one 
can build a hope for better corporation 
bond prices is, if Government bonds 
continue their rise the resulting return 
of confidence in the community will make 
for better business, and consequently 
for higher earnings. But it must be re- 
membered that this is only a hope. 

Under present conditions, if corpora- 
tion bonds are to be bought at all, the 
utmost discrimination must be used. One 
must scrutinize balance sheets and in- 
come statement (recent ones) minutely 
for danger signs. One should project 
the rate of decline of earnings, to de- 
termine how long it would be before the 


New York 


margin of protection would be entirely 
wiped out, should present conditions 
continue. 

All this is equivalent to saying that 
there is an element of speculation in even 
the strongest corporation bonds at pres- 
ent—an element much larger than in 
Government bonds. It is only a ques- 
tion of time before the latter will be 
worth more meney. But time is the es- 
sence of the problem in corporation 
bonds. If recovery comes soon enough, 
they will prove to have been good in- 
vestments at present prices. But should 
recovery be delayed—and already it has 
been delayed much longer than most 
careful students thought it would be— 
the corporation may encounter financial 
difficulties which will seriously embarrass 


it and the bondholders. 


HOARDING ABATING RAPIDLY 


One further influence is making for 
a better investment market in the near 


future. Hoarding is abating. Secretary 
of the Treasury Mills announces that the 
total return flow of money to the Fed- 
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eral Reserve banks and the Treasury 
between February 6 and March 26 
amounted to $201,000,000. 

Some of this is undoubtedly due to 
President Hoover's anti-hoarding .drive, 
but it is open to question whether this 
could have made much headway without 
the improvement which has taken place 
in the banking situation. For the most 
potent influence in causing people to 
withdraw funds from banks has been 
the large number of bank failures. With 
these reduced, alarm is having a chance 
to subside. Combating hoarding alone, 
by urging people to redeposit cash, is 
like prescribing aspirin for a headache. 
It is treating the symptom instead of the 
cause. When accompanied by measures 
for correcting the cause, as it was this 
time, it is valuable; without them, the 
campaign would probably have been in- 
effective. 

As it is, there is being placed in the 
hands of the banks of the country a 
gradually increasing amount of cash and 
credit. At first it is reasonable to expect 
that most of this will be kept as a reserve 
against a possible recurrence of unto- 
ward developments. That would be only 
common prudence. But should the situa- 
tion continue calm, should Congress suc- 
ceed in enacting a tax bill pointed toward 
a balanced budget, it will slowly be 
realized that it is possible to put this 
money to work at the generous wages 
now prevailing in the investment mar- 
ket. Bit by bit it will find its way into 
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the bond market again. Assuming that 
most of the necessitous distress liquida- 
tion of securities is past (certainly a valid 
assumption) this should result in a 
strengthening price structure in our in- 
vestment markets. 

In short, the governmental measures 
of the last two months (with the excep- 
tion of the difficulty over the tax bill) 
have done much to restore some sadly 
needed confidence to the banking and 
financial community. This does not con- 
stitute what can be called business im- 
provement or recovery. But it does lay 
the basis for recovery. 

It is possible that the re-employment 
of some 30,000 men at the Ford Motor 
Company in the production of the new 
eight in April will turn over the engine 
of industry and start it running again. 
Once started, recovery will be cumula- 
tive. With every increase of business in 
any line, a few more men are employed, 
they spend more, making more business 
for some other line, more employment in 
that line, more spending, and so on. 
Thus confidence and improvement can 
spread throughout the business commu: 
nity as readily as depression psychology 
has been spreading for the last two 
years. 

In other words, the stage is set for re- 
vival. Whether the curtain will rise on 
time rests with powers other than those 
of the banking community. A hundred 
and twenty million people are waiting 
to,enjoy the spectacle when it does. 
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LIABILITY IN PAYING  FICTI- 
TIOUS PAY ROLL CHECKS 


City of New York v. Bronx County 
Trust Co., New York Supreme 
Court, Appellate Division, 

254 N. Y. Supp. 741 


DRAWEE bank, which pays pay 
A checks bearing the names of 
fictitious persons as payees and 
on which the payees’ indorsements are 
forged, is liable to the drawer, its de- 
positor, but may recover the amounts 
from the banks to which they were paid, 
which banks also indorsed the checks. 


Appeal from Supreme Court, New 
York County. 

Action by the City of New York 
against the Bronx County Trust Com- 
pany, impleaded with the Central Han- 
over Bank & Trust Company and others. 
From a judgment on a directed verdict 
after a trial at Trial Term, a jury having 
been waived, dismissing on the merits 
the claims or causes of action in the 
second amended answer of defendant 
the Bronx County Trust Company, as 
against the impleaded defendants, the 
defendant first named appeals. 

Reversed, and judgment directed in 
accordance with opinion. 


OPINION OF THE COURT 


McAVOY, J.—The City of New York 
brought suit- against the Bronx County 
Trust Company alleging that the city 
had deposited with the trust company 
funds amounting to more than $11,229. 

3 to be paid out on its proper order, 
and that between December, 1925, and 
April, 1928, the defendant trust com- 
pany misapplied said amount by paying 
it out without the order, knowledge, or 
authority of the city. 

The Bronx County Trust Company 


made a motion to bring in as defendants 
the four defendant banks above named, 
alleging it had paid out said money on 
checks which said banks had indorsed. 
Said motion was granted the 3d day of 
June, 1929. 

Thereafter a second amended answer 
was served by the Bronx County Trust 
Company, alleging it had paid said 
money out on checks indorsed by said 
four defendant banks, said checks were 
forgeries, and judgment was asked 
against each of said four banks for the 
amounts each received. After said four 
banks had answered the second amended 
answer, the Bronx County Trust Com- 
pany, having no defense to the city’s 
case, paid the city’s claim against it, and 
prosecuted its claim against said four 
banks as indorsers. 

The facts out of which the liability 
of the indorsing banks arises are as 
proven or conceded: That one William 
J. Lougheed was garage manager in the 
street cleaning department of the City 
of New York located at Cromwell 
avenue in the borough of Bronx, and 
had been handling all the drivers in a 
given district for thirty years. He, as 
garage manager, handled the drivers in 
a given district in the street cleaning de- 
partment for the removal of snow, rub- 
bish, and dirt from the streets. Some of 
these men drove, some loaded, and some 
did sweeping. Among his assistants was 
one Benjamin Stoeber, who was his 
clerk. In some instances Stoeber assisted 
him in making up the pay rolls. 

Prior to 1924 said Lougheed entered 
into a conspiracy with said Stoeber to 
pad the pay rolls of the street cleaning 
department and defraud the city. They 
selected names from telephone books and 
from cards on the door bells of apart- 
ment houses, and entered them on the 
various records of the department. They 
placed these names in the carting book, 
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in the statistical record book, on the 
time sheets, and the address book. At 
the end of each week the pay roll was 
made up in duplicate showing the time 
during which these fictitious persons 
were supposed to have worked. These 
pay rolls, which included men who had 
really worked and also fictitious names 
thus added, were certified to by Loug- 
heed and by the district superintendent 
and forwarded through the bureau of 
street cleaning to the department of 
finance. There the amounts were 
checked, and in about a week the pay 
roll would be returned through the 
borough office of the street cleaning de- 
partment to the Cromwell Avenue Ga- 
rage with the checks for each name shown 
on the pay roll, including, of course, 
the checks for the fictitious persons. 
Then the pay checks for the fictitious 
persons were taken and signed by 


Lougheed or Stoeber on the identification 
line on the face of the check, and at 
the same time and in the same hand- 
writing the payee’s name was indorsed 


on the back of the check. Lougheed also 
receipted for the check in the same 
handwriting on the pay roll. Some of 
the fictitious names were used for weeks 
and months. This continued from some 
time in 1924 down to the spring of 
1928. This evidence was given by both 
Lougheed and Stoeber, and is uncon- 
tradicted. 

A list of the checks of Central Han- 
over Bank & Trust Company is annexed 
to the Bronx County Trust Company’s 
second amended answer as Exhibit C. 
They were identified by Lougheed, who 
testified that the name in the check after 
the words “Pay to the order of” was 
written on the pay rolls by him, and 
that no such person ever existed. * He 
signed a receipt for the check, and the 
indorsement of the payee on the back 
of the check was signed by him. These 
seven checks were received in evidence 
as Exhibit 3, and the signature of the 
payee and the payee’s indorsements 
were proven by handwriting experts to 
be in the same handwriting on all seven 
of said checks, although payable to dif- 
ferent payees. Lougheed testified that 


THE BANKERS MAGAZINE 


these checks were cashed by depositing 
the same to the fictitious name of 
Thomas Brown, Jr., and that he (Loug- 
heed) got the money for the checks, and 
the city did not get any of the money, 

A list of the checks of Public National 
Bank & Trust Company is annexed to 
the Bronx County Trust Company's 
second amended answer as Exhibit D. 
The payees’ names were fictitious, and 
the indorsements of the payees’ names 
were forgeries. They were also indorsed 
by Lena Zankel. One Charles Zankel 
showed Lougheed he could cash the 
checks, and he got the money when the 
checks were cashed and brought it to 
Lougheed. He turned the checks over 
to his wife, who cashed them. These 
checks were marked in evidence as Ex- 
hibits 4, 6, and 9, and it was proven by 
handwriting experts that the payee’s in- 
dorsement was the same signature as on 
all of said checks. 

A list of the checks of Hamilton Na- 
tional Bank is set forth in Exhibit E 
annexed to the second amended answer 
of the Bronx County Trust Company. 
The payee and the payee’s signature 
were fictitious, and Charles Zankel, the 
indorser, cashed the checks and gave the 
money to Lougheed. 

A list of the checks paid to the Corn 
Exchange Bank Trust Company on its 
indorsement is annexed to the Bronx 
County Trust Company's _ second 
amended answer as Exhibit F. The in- 
dorsers of these checks were Charles 
Zankel, G. Sneider, and Peter Henery. 
Stoeber went under the name of Peter 
Henery and cashed these checks at the 
Corn Exchange Bank Trust Company 
on the indorsement of Peter Henery. G. 
Sneider, a dry goods man, and L. 
Sneider, his wife, cashed checks for 
Stoeber at the Corn Exchange Bank 
Trust Company. On all of these checks 
the payee and the payee’s indorsement 
were forged by Lougheed, and the evi- 
dence is uncontradicted on that point. 

Each of said banks presented its 
checks to the Bronx County Trust Com- 
pany for payment, indorsed by said 
bank, and as a part of said indorsement 





a stamp read: “Prior endorsements guar- 
anteed.” 

Sections 115 and 116 of the Nego- 
tiable Instruments Law expressly pro- 
vides that indorsers by their indorse- 
ments and delivery of the checks to an 
indorsee, and by receiving payment 
therefor, warranted the signatures on 
the checks to be genuine, valid, and sub- 
sisting. 

The city was not negligent in the pay- 
ment of its employees by the use of these 
checks sued upon, and was not estopped 
from recovering the amount of said 
checks from the Bronx County Trust 
Company because the payees’ names 
were forged. 

Negligence on the part of the drawer 
of a check is wholly immaterial, and 
does not constitute a defense to the in- 
dorsing banks. 

We think the fictitious character of 
the indorsers was proven by the de- 
fendant Bronx County Trust Company, 
and that the payments were made on the 
faith of the indorsements of the indors- 
ing defendants, and that the Bronx 
County Trust Company is entitled to 
recover the sum paid to the city of New 
York prorated according to the pay- 
ments made on the various defendants’ 
indorsements. 

The judgment should be reversed, 
with costs, and the defendant Bronx 
County Trust Company given judgment 
as follows: Against Central Hanover 
Bank & Trust Company in the sum of 
$132.52, with interest from the 2d day 
of March, 1927, amounting to $34.04; 
against Public National Bank & Trust 
Company in the sum of $167.53, with 
interest from the dates of payment as 
appears on the checks, amounting to 
$48.57; against Interstate Trust Com- 
pany in the sum of $1,283.53, with in- 
terest from the dates of payment as ap- 
pears on the checks, amounting to 
$305.08; against Corn Exchange Bank 
Trust Company in the sum of $7,163.87, 
with interest from the dates of payment 
as appears on the checks, amounting to 
$1,542.65. 

Judgment reversed, with costs, and 
judgment directed in accordance with 
opinion. Settle order on notice. All 
concur, 


OF AMERICAN 


If banks could use 
leaders’? which would bring cus- 
tomers into the bank, how much 
easier it would be to sell the profit- 
able services the bank has to offer. 


There is a “‘leader”’—A. B. A. 
Cheques. They appeal to everyone 
who carries money. Customers 
must come to the bank for them 
—for they must be signed in the 
presence of one of your staff. 


Customers buying A. B. A. 
Cheques are usually going away, 
and are anxious to talk about their 
affairs. It is an ideal time to talk 
to them about estates, trusts, cus- 
todianship of securities and safe 
deposit. 


Moreover, there’s a direct profit 
in A. B. A. Cheques. And, as 
the official travel cheques of the 
American Bankers Association, 
they are a genuine good-will asset. 


A‘'B-A 


CERTIFIED 


OFFICIAL TRAVEL CHEQUE 


CHEQUES 


BANKERS ASSOCIATION 
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BANK NOT LIABLE IN REFUSING 
TO PAY CHECKS 


State Trust & Savings Bank v. Malitz, 
Court of Civil Appeals of Texas, 
44S. W. Rep. (2d) 1070 


A bank will not be liable in damages 
to its depositor for refusing to pay the 
latter's checks where such refusal was 
caused by the fact that the bank ap- 
plied the deposit to the satisfaction of 
demand notes of the depositor which it 
held. In such a case the bank may ap- 
ply the deposit to the notes without the 
formality of making a demand on the 
depositor for payment. 


Action by H. G. Malitz against the 
State Trust & Savings Bank. Judgment 
for plaintiff, and defendant appeals. 
Reversed and rendered. 


OPINION OF THE COURT 


ALEXANDER, J.—This action was 
brought by H. G. Malitz against the 
State Trust & Savings Bank for damages 
for injuries to plaintiff's credit and 
reputation alleged to have been sustained 
by him by reason of the failure of the 
bank to pay certain checks drawn by 
the plaintiff on said bank. In November, 
1929, the plaintiff maintained a check- 
ing account with said bank and had on 
deposit therein the sum of $477.17. At 
that time he was indebted to the bank 
in a sum largely in excess of the above 
amount, which indebtedness was evi- 
denced by his notes payable to the bank 
on demand. From November 13th to 
the 23d the plaintiff executed and de- 
livered to various creditors checks drawn 
on said account in the aggregate of $256. 
The bank refused to pay said checks. 
At that time it was endeavoring to 
secure an adjustment of its debt against 
the plaintiff, and was holding the 
amount so on deposit for the purpose of 
applying same as a credit on said notes. 
Having failed to secure an adjustment 
of said indebtedness, it thereafter, on 
November 23d, applied the amount on 
deposit in said account as a credit on 
said notes. The jury found, in answer 


to special issues, that at the time said 
checks were presented to the bank for 
payment the plaintiff had on deposit in 
said account sufficient funds to cover 
same, and that the plaintiff was damaged 
in the sum of $1000 by the refusal of 
the bank to pay said checks. The court 
entered judgment accordingly, and the 
defendant appealed. 

The appellant assigns as error the re- 
fusal of the trial court to give an in- 
structed verdict in its favor. 

It is a well-settled principle of law in 
this state that a bank has a right to 
charge off and apply the amount of a 
depositor’s account to the payment of a 
note held by it against the depositor, 
provided the note is due. Schoelkopf v. 
Phillips, 88 Tex. 31, 29 S. W. 645, 646; 
Harper v. First State Bank (Tex. Civ. 
App.) 3 S. W. (2d) 552, par. 3 (writ 
ref.); Cook & Arrington v. Citizens’ 
State Bank (Tex. Civ. App.) 282 S. W. 
888, par. 3; Guaranty State Bank v. 
Beard (Tex. Civ. App.) 18 S. W. (2d) 
679; Black v. Gray (Tex. Com. App.) 
280 S. W. 573; Beatty-Folsom Co. v. 
Edwards (Tex. Civ. App.) 238 S. W. 
340, par. 5; Austin v. Wasaff (Tex. 
Civ. App.) 284 S. W. 694, par. 1. 

In this case, the notes held by the 
bank were payable on demand and the 
evidence does not show conclusively 
that demand for payment was made be- 
fore payment of the checks was refused 
by the bank. However, this does not 
appear to be material. Under the rule 
in force in this state, a demand note is 
due immediately upon its execution and 
delivery, and without the necessity of 
demand for payment. Henry v. Roe, 83 
Tex. 446, 18 S. W. 806, 808; State Na- 
tional Bank v. East Coast Oil Co. (Tex. 
Civ. App.) 208 S. W. 190, par. 1; 
Waggoner Banking Co. v. Gray County 
State Bank (Tex. Civ. App.) 165 S. W. 
922, par. 1; Koethe v. Huggins (Tex. 
Civ. App.) 290.8. W. 790, par. 1; Hall 
v. First Nat'l Bank (Tex. Civ. App.) 
252 S. W. 828, par. 17. 

The above rule was not changed by 
the Uniform Negotiable Instruments 
Act. Revised Statutes, article 5937, 
§ 70; Shuman v. Citizens’ State Bank, 
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27 N. D. 599, 147 N. W. 388, L. R. A. 
1915A, page 728. 

Since the appellee was indebted to 
the bank in a sum larger than the 
amount on deposit to his credit, and the 
indebtedness to the bank was due, the 
bank hhad the right to hold the amount 
so on deposit and to later apply the same 
to the payment of said indebtedness, and 
the appellee was not entitled to recover 
damages for the failure to pay said 
checks. The court should have given 
the instructed verdict as requested. 

The judgment of the trial court is re- 
versed, and judgment here rendered for 
the appellant. 


BANK LIABLE IN PAYING UN- 
AUTHORIZED CHECKS 


Pelican Well, Tool & Supply Company 
v. Sabine State Bank & Trust 
Company, Court of Appeal 
of Louisiana, 138 So. 

Rep. 161 


A bank which pays checks against a 
corporation’s account, drawn without 
authority by the corporation’s store 
manager, will be liable to the corpora- 
tion for the amount misappropriated by 
the manager. The fact that the manager 
is authorized to make deposits in the 
account does not authorize him to draw 
against it. 

In this case it appeared that the 
plaintiff corporation opened up a branch 
store in the town of Zwolle, Louisiana. 
The treasurer of the corporation, Sed- 
bury, together with one Webb, the store 
manager, went to the defendant bank in 
Zwolle and opened an account in the 
name of the plaintiff corporation. Ar- 
rangements were made with the bank 
for the depositing of checks but no au- 
thority was left with the bank for any 
one to draw against the account. Webb 
was authorized to receive checks in the 
conduct of the business and to indorse 
them for deposit in the plaintiff's ac- 
count, but he was not authorized to 
draw checks against the account. Sub- 
sequently Webb drew checks aggregat- 
ing $155 and evidently appropriated the 
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IN PITTSBURGH 7 of the 8 leading banks 
supply their customers with checks made 
on La Monte Safety Paper . . Here, as in 
all financial and industrial centers the 
country over, La Monte is the preferred 
check paper, accepted, used, and appre- 


Reni —— 
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ciated for its safety, durability; for the dis- 
tinction it lends to every transaction. 

George La Monte & Son, 61 Broadway, 
New York City. Also branch offices in Chi- 
cago, Cleveland, Kansas City, St. Louis, At- 
lanta, Dallas, San Francisco and Baltimore. 
LA MONTE SAFETY PAPER FOR CHECKS 
NATIONAL SAFETY PAPER... BANKERS SAFETY 
PAPER . . . SAFETY CHECK PAPER. . . ANCHOR 


SAFETY PAPER . . . EXCHANGE SAFETY PAPER 
— ALL LA MONTE PAPERS—ALL SAFE 


money to his own use. It was held that 


the bank was liable. 


OPINION OF THE COURT (IN PART) 


The pertinent facts, as shown by the 
testimony, are, that plaintiff's account 
was opened with defendant bank pri- 
marily as a depositary of plaintiff's re- 
ceipts of moneys and checks from its 
branch business at Zwolle. No written 
authority or special instructions of any 
kind were given to the bank as to who 
would check out or withdraw any of 
the funds. When the deposits reached 
as much as $1,000, Sedbury says he 
would withdraw same himself. The 
business carried on by plaintiff at this 
place was not one that required the pay- 
ing out by the manager of the funds, 
except to a very limited extent. The 
paying of the clerk’s hire, rents, taxes, 
etc., was doubtless done by plaintiff from 
its main office in Shreveport. Plaintiff's 
testimony, therefore, that Webb was 
given authority to indorse checks for de- 
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posit only, is not inconsistent with what 
would naturally be expected under the 
circumstances. 

We cannot conceive of a bank’s ac- 
cepting and opening up an account, and 
receiving deposits, and not providing 
itself with some written or other special 
authority from the depositor as to who, 
if any one, should withdraw the funds 
other than the depositor himself. Yet 
that is what was done in this case. Be- 
cause Webb came and deposited plain- 
tiff's funds in the defendant bank and 
indorsed his employer's name upon 
checks taken in trade in order to clear 
them through the bank did not signify 
that he had authority from his superior 
to check out or withdraw the funds, 
even though he was the manager of the 
business. Webb must have had express 


and special authority from his employer, 
and such communicated to the bank with 
instructions to be governed thereby. Civ. 
Code, arts. 2996, 2997. 

The burden was upon defendant to 
show such authority in Webb and that 


defendant had been authorized and in- 
structed to act upon it. McCarty v. 
Straus & Baer, 21 La. Ann. 592; Spies 
v. Caruso, 1 La. App. 544; Barriere & 
Co. v. Fortier, 23 La. Ann. 274. 

Webb was nothing more than plain- 
tiff's employee, and plaintiff cannot be 
bound by the issuance of checks and 
withdrawals of its funds from defendant 
bank by its employe without express 
authority, either written or unequiv- 
ocally given by plaintiff. Lafourche 
Transportation Co. v. Pugh, 52 La. 
Ann. 1517, 27 So. 958. 

Defendant bank could not infer that 
Webb had the authority to withdraw 
the funds of plaintiff just because he 
made the deposits for plaintiff. Morse 
on Banks & Banking, § 433. 

The fact that defendant was dealing 
with plaintiff's agent was sufficient to 
put defendant on its guard and convey 
to it knowledge that some definite and 
express understanding should be had 
with plaintiff for Webb to withdraw 
these funds. Chaffe v. Stubbs, 37 La. 
Ann. 656; 2 C. J. Agency, §§ 204, 210. 

Immediately upon receipt by plain- 
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tiff of a statement from defendant with 
the canceled checks, plaintiff wrote de- 
fendant repudiating the acts of Webb 
and demanding reinstatements of the 
amounts withdrawn to plaintiff's ac- 
count. Plaintiff, we think, was not 
estopped from claiming restitution. It 
is not shown that any previous with- 
drawals had been made by Webb of any 
of these funds. An attempt was made 
to show a previous withdrawal of $75, 
but failed. Even if such had been the 
case, we seriously doubt that it would 
estop plaintiff from now claiming 
restitution of the withdrawals here in- 
volved, especially since it has been 
shown that Webb never had any au- 
thority to make withdrawals. Graham 
v. Southington Bank & Trust Co., 99 
Conn. 494, 121 A. 812; 2 C. J. 1129, 
par. 131; National Dredging Co. v. 
Farmer’s Bank, 6 Pennewill (Del.) 580, 
69 A. 607, 16 L. R. A. (N. S.) 593, 
130 Am. St. Rep. 158. 

The relationship of a bank and a de- 
positor is that of debtor and creditor, 
when the deposit is money or things con- 
sumable. Civ. Code, art. 2941. The 
bank has the right to use the deposit, 
and, in consideration thereof, covenants 
to pay it out only as directed by the 
depositor. It imposes the duty upon 
the depositor to deal with the bank 
direct and truthful. The violation of 
this duty in creating a state of things 
which would not have existed but for 
his indiscretion will alone defeat him. 
Smith v. Mechanics’ & Traders’ Bank, 
6 La. Ann. 610. We fail to see wherein 
plaintiff has violated any duty it owed 
to defendant. If plaintiff had in mind 
keeping its funds on deposit until some 
future time when it should withdraw 
them itself, we see no reason why it 
should have to so advise defendant and 
instruct defendant not to permit J. E. 
Webb, or any one else, to withdraw 
them. It was defendant's duty to hold 
these funds until such time as plaintiff 
should authorize defendant to permit 
Webb to withdraw same, regardless of 
whether Webb was the manager of 
plaintiff's business or was a_ total 
stranger. 





THE 
WILLIAMSBURGH SAVINGS BANK 


CENTRAL OFFICE 
One Hanson Place 


WILLIAMSBURGH OFFICE 
Broadway and Driggs Ave. 


BROOKLYN, N. Y. 


STATEMENT, April lst, 1932 
The Funds of the Bank are invested as follows: 


Cash in our vaults and on deposit with banks and trust companies, payable to 


us on demand 
United States Government Bonds....................... 
Bonds of various states, cities, counties, etc 


Rativond Mortgage Bonds.........0...c:cccccrsssosssasessssceose 
25,457 First Mortgages on real estate in Kings and Queens Counties.. 


Interest earned but not yet due and payable 
Banking Houses 


Loans on Government Bonds, pass books and other legal securities... 
I | i crsscenigscedcsesecactedirectcstoeneinramioickcnemcnnnin 


TotaL INVESTMENTS 
There is due 176,055 depositors 


There is due 2021 “Xmas” Club Depositors... 
OT, TIN ooo os cscccccscevinetosteassenveenatieenisvensensne 


Taxes Accrued 


Which leaves a surplus at investment value of 
to protect depositors against any possible loss. 


$10,037,428.23 
35,461,258.65 
46,356,615.67 
22,345,630.47 
148,001,925.00 
2,652,702.46 
7,783,155.03 
1,014,651.35 
: 333,183.54 
$273,986,550.40 
$243,520,147.17 
36,146.00 


at ith 11,386.17 


170,000.00 
$243,737,679.34 


~ $30,248,87 1.06 





This is a Mutual Savings Bank—there are no stockholders. 





The earnings belong to the depositors; therefore, after expenses of operation are paid and a 
suitable amount set aside for the Surplus, our dividends will be at as high a rate 
as good management and conservative policy will permit. 


BANKING SUPERINTENDENT 
NOT LIABLE TO 
STOCKHOLDER 


Walker v. Broderick, Superintendent of 
Banks, Supreme Court of New York 
County, 252 N. Y. Supp. 559 


A state superintendent of banks owes 
no particular duty to stockholders of a 
failed bank, for the violation of which 
they can seek redress in a suit brought 
by them as individuals. 


Action by Max Walker and Charles 
Florio, copartners trading as Walker & 
Florio, against Joseph A. Broderick, 
Superintendent of Banks. On motion to 
dismiss the complaint. Motion granted. 


OPINION OF THE COURT 


VALENTE, J.—Plaintiffs as indi- 
vidual suitors bring action against de- 
fendant as an individual. Plaintiffs 
allege in the amended complaint that 
plaintiffs were stockholders of the Bank 
of the United States at a time when it 
was solvent; that while the bank was 


solvent defendant took office as super- 
intendent of banks and thereafter was 
negligent in two respects: (1) He 


‘wholly failed to perform certain acts 


with the performance of which he was 
charged in paragraphs 11, 12, 13, and 
omission is alleged in paragraphs 8, 9, 
10, and 14. (2) He performed certain 
duties imposed by statute in a negligent 
way. This affirmative negligence is 
charged in paragraphs 11, 12, 13, and 
15. Paragraph 16 seems to charge both 
species of negligence. These are the 
only allegations of defendant's negli- 
gence. Plaintiff then alleges that the 
defendant’s negligence caused loss to the 
plaintiffs in the sum of $50,000 and 
demands judgment in that sum. De- 
fendant urges three points in support 
of his motion: 

First, that as his duties as superin- 
tendent of banks vest him with discre- 
tion he cannot be sued for acts involving 
the exercise of it. This objection per- 
haps might be good as to the acts of 
affirmative negligence. I think it is un- 
tenable as to the failure to act. I rule 
that a practical duty to act is imposed 
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upon the superintendent of banks. 
There is no discretion as to whether he 
shall act. When he performs an official 
act he does it within the limits of his 
discretion. As this point, therefore, 
will not dispose of the motion in de- 
fendant’s favor, I pass it without further 
examination. 

Second. That the complaint shows 
on its face that plaintiffs were them- 
selves partly responsible for their loss. 
This point is not urged on the ground 
that the plaintiffs neglect to allege free- 
dom from contributory negligence. I 
cannot say that there is an inescapable 
inference that plaintiffs were negligent. 
I overrule this point also. 

Third. That the defendant owed no 
duty to the plaintiffs for the violation of 
which they can seek redress in a suit by 
them as individuals. I think this point 
is tenable. It involves both classes of 
negligence charged. Defendant by 
statute is charged with a duty to all the 
people of the state. It makes no differ- 
ence whether the duty is to perform a 
quasi-judicial or a ministerial act. If 
the officer owes no duty to the plaintiff 
as an individual as distinguished from 
other members of a class, plaintiff as an 
individual cannot sue. This principle 
runs through all the cases. Smith v. 
Lockwood, 13 Barb. 209; Butler v. Kent, 
19 Johns. 223, 10 Am. Dec. 219; Strong 
v. Campbell, 11 Barb. 135; East River 
Gaslight Co. v. Donnelly, 93 N. Y. 557; 
Molloy v. City of New Rochelle, 198 
N. Y. 402, 92 N. E. 94, 30 L. R. A. 
(N. S.) 126; Higgins v. City of New 
York, 131 N. Y. 128, 30 N. E. 44; 
People ex rel. Gaffey v. Fobes, 151 App. 
Div. 245, 135 N. Y. S. 747; Springfield 
Fire & Marine Ins. Co. v. Village of 
Keeseville, 148 N. Y. 46, 42 N. E. 405, 
30 L. R. A. 660, 51 Am. St. Rep. 667; 
Hughes v. City of Auburn, 161 N. Y. 
96, 55 N. E. 389, 46 L. R. A. 636; 
Nichitta v. City of New York, 223 
App. Div. 428, 228 N. Y. S. 528. An 
analogous rule prevents an individual 
from recovering even against a private 
defendant when the duty is owed only 
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to a class. Moch Co. v. Rensselaer 
Water Co., 247 N. Y. 160, 159 N. E, 
896, 62 A. L. R. 1199; Ultramares 
Corp. v. Touche, 253 N. Y. 170, 174 .N. 
E. 441, and to a less extent the same 
thought permeates Palsgraf v. Long 
Island R. Co., 248 N. Y. 339, 162 N. 
E. 99, 59 A. L. R. 1253. Robinson v. 
Chamberlain, 34 N. Y. 389, 90 Am. 
Dec. 713, and Hover v. Barkhoff, 44 N. 
Y. 113, are easily distinguished. Those 
actions were for failure to repair public 
highways. The purpose of the duty was 
to protect the individual using the high- 
way. He therefore could recover. 
Litchfield v. Bond, 186 N. Y. 66, 78 
N. E. 719, was an action in trespass 
without the sphere of state authority. 
In Disbrow v. Mills, 62 N. Y. 604, the 
defendant, a surrogate, allowed plain- 
tiffs funds to be misused. There was a 
specific duty owed to a specific person 
(plaintiff). 

I agree with the contention of plain- 
tiff that the fundamental distinction is 
not between judicial acts and ministerial 
acts. But I go further and rule that the 
basis of the decisions is the distinction 
between a specific duty of the defendant 
to an individual and the general duty to 
all the people or to a class of which 
plaintiff is one. It sometimes happens 
that because of a general duty, defen- 
dant also as to certain acts owes a special 
duty to a plaintiff. In that case plaintiff 
may sue. The reason why a person in 
the performance of judicial duties is ab- 
solved from liability is that it is very 
rarely that such a duty involves a special 
duty to a plaintiff. When that occurs, 
the court quite readily holds the judicial 
officer. Disbrow v. Mills, supra, where 
the court held a surrogate liable for fail- 
ing to perform a special duty owing to 
the plaintiff there. The question there- 
fore resolves itself into this: Does a su- 
perintendent of banks owe an individual 
duty to every stockholder, depositor and 
customer of a bank? I think not. 

The motion to dismiss is granted, with 
$10 costs. Order signed. 








The Financial Situation Abroad 


A Monthly Survey of Current Financial, Economic and Political 
Events in Great Britain and the Nations of Europe 
and Latin America 


lieved gloom pervading the inter- 

national atmosphere of late that it 
is especially gratifying at this time to 
record the appearance of several bright 
spots in the situation. Germany has 
repudiated Hitler and his program by 
giving President Von Hindenburg a 
large plurality for re-election, though 
short of the actual majority required at 
the first trial of strength. At the sub- 
sequent election, April 10, when only a 
plurality vote will be sufficient to elect, 
President Von Hindenburg’s triumph 
was considered to be a certainty. Japan 
and China are apparently in a more con- 
ciliatory mood, and while the situation 
in that quarter of the world has not 


Tees has been so much unre- 


entirely cleared up, it presents a fairer 
aspect than at any time in recent months. 
England also seems rapidly emerging 
into a more cheerful state of mind, and 


with good reason. That country, with- 
out drawing on the Bank of England's 
gold stock, has been able to liquidate 
heavy indebtedness in advance of 
maturity. The pound sterling has made 
a rapid recovery, so rapid, in fact, that 
fears have been expressed that its rise 
in value might be greater than desirable 
if the expected stimulation of exports 
and check on imports, due to its depreci- 
ation, were to be realized. This turn 
in the position of sterling has been 
assisted by the disposition of the English 
people to convert gold coin, jewelry and 
plate into currency at a_ substantial 
premium, and by the inflow of gold from 
India. It has been the policy of the 
Bank of England to allow this gold to 
pass through the country, being used to 
acquire foreign exchange to meet debts 
abroad. Thus it will be seen that the 
collapse of Europe, and the oft-predicted 
downfall of civilization itself may be re- 


garded as direful events less imminent 
than some of the prophets of disaster 
would have us believe. And in the 
United States of America, whose finan- 
cial affairs are just now regarded with 
such interest throughout the world, there 
are not wanting signs of recovery. Bank 
failures have practically. ceased, hoarded 
currency is being returned to the banks 
in large volume, the ability to maintain 
the gold standard is no longer doubted, 
and a revenue bill has been perfected 
designed to bring the Federal budget 
into a state of equilibrium at a fairly 
early date. Unfortunately, the bright- 
ness of this international picture is some- 
what dimmed by the difficulties into 
which a great Swedish concern has been 
plunged by the suicide, in Paris, of its 
guiding spirit. Measures were promptly 
taken to check the spread of distrust 
caused by this event, and hope seems to 
be warranted that they will prove effec- 
tive. On the whole it can be said that 
the international outlook, by no means 
entirely clear as yet, is tending decidedly 
toward a brighter aspect. 


GREAT BRITAIN 


England is looking up. Of that fact 
there is abundant evidence, concretely 
illustrated by the advance in sterling, 
balancing of the national budget, three 
recent reductions in the Bank of Eng- 
land’s rediscount rate, bringing it down 
from 6 per cent. to 3! per cent., and 
by the repayment in advance of the 
large credits advanced some time ago by 
the Bank of France and the Federal Re- 
serve Bank of New York. 

This favorable turn of affairs is largely 
ascribed to the feeling of confidence in- 
spired by the triumph of the Nationalist 
government at the last election and the 
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policies subsequently inaugurated by the 


new cabinet. For the time being, at 
least, the country is feeling the stimu- 
lating effect of the suspension of the 
gold standard’ in September last (this 
suspension having recently been extended 
for a year), and the institution of a 
protective tariff has also given hopes for 
a revival of British manufacturing. 
The confidence of the outside world 
in British stability has been shown by 
a rapid recovery of the value of the 
pound sterling from its low point to a 
position not far removed from which 
ultimate stabilization may be fixed. 
Expectations that the suspension of 
gold payments would redress the unfa- 
vorable trade balance have not as yet 
been fulfilled, the imports for February 
being above those of the preceding 
month, while exports were below those 
for January. The “unfavorable” balance 
was larger in February than in January 
and for the corresponding month of 
1931. No doubt the influence of de- 


preciated sterling on the country’s 
foreign trade has been interfered with 
by two factors: a corresponding depre- 
ciation in the currencies of other coun- 
tries with which England trades, and 
by the obstacles to importations put in 
force in various quarters. 


Reduction in Bank Rate 


The successive reductions in the dis- 
count rate of the Bank of England since 
about the middle of February from 6 
per cent. to 3Y2 per cent. has tended to 
lend encouragement to business enter- 
prise and has brought about a rise in the 
price of gilt-edged securities. As the 
bank is no longer under obligation to 
redeem its notes in gold, the state of 
the gold reserve no longer exercises the 
influence on the discount rate as it did 
prior to the suspension of gold payments 
in September last. 


Removal of Exchange Restrictions 


As further indication of the improved 
situation, the restrictions on foreign ex- 
change dealings which have existed for 
several months have now been removed. 
These restrictions in England had been 
far less severe than those imposed by 
several other countries, but their re- 
moval is hailed as another evidence of 
greater freedom in financial relations 
with other lands. The Chancellor of 
the Exchequer recently announced in the 
House of Commons that while the ex- 
change restrictions were to be removed, 
it was too early to take a similarly liberal 
attitude with respect to the making of 
foreign loans. 


GERMANY 


While current developments in Ger- 
man industry and trade show widely 
divergent conditions prevailing in dif- 
ferent industries and in individual firms 
of the same industry, a further general 
recession is still evident, particularly in 
production goods. This is the result of 
such adverse factors as a steady contrac- 
tion of domestic buying power, shortage 
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of commercial funds, steadily mounting 
foreign restrictions on exports, and the 
continued instability of commodity 
prices. Evidence of a seasonal improve- 
ment has thus far been meager with the 
prospect that the increase of activities in 
spring will fall far below that of last 
year; the outlook in all building and 
construction lines is particularly gloomy. 

The most constructive development 
during. the last month was the drastic 
capital reorganization of leading com- 
mercial banks, which restored a sound 
basis for eventual credit extension to 
support German trade and industry. 
This radical elimination of losses and the 
introduction of new capital was possible 
only through assistance of the govern- 
ment, which is now the dominating fac- 
tor in the German banking field. It is 
estimated that the government controls 
at least two-thirds of the banking opera- 
tions of the country through ownership 
or participation in the leading banks. 
The government asserts a desire to retire 
from the commercial banking field at the 
earliest possible moment, but the accu- 
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mulation of adequate private capital 
sufficient to displace government par- 
ticipation, disregarding political consid- 
erations, may greatly delay the attain- 
ment of this goal. 

The government is vigorously adher- 
ing to its policy of non-inflation and 
maintenance of currency at gold parity, 
and also the uninterrupted interest ser- 
vice on foreign obligations to safeguard 
the credit standing, making the supply 
of foreign exchange for imports and 
similar purposes subordinate to require- 
ments for the foreign debt service. The 
government campaign to reduce com- 
modity prices in accordance with the 
December emergency decree has now 
been practically concluded with the re- 
sultant reduction in the living cost index 
by approximately 8 per cent. since the 
beginning of December, while wage re- 
ductions approximated 10 per cent. in 
the same period. Price declines appear 
to furnish little stimulus to public buy- 
ing, which continues to be restricted to 
essential commodities of medium and 
low qualities. 
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Import and Export duties. 

Foreign Exchange bought and sold—Travelers Checks in American and Mexican 
Money—Foreign and Local Collections—Interest Credited on Balances in Ameri- 
can and European Money. 


Its Foreign Department cordially invites your correspondence 


TWENTY-SIX BRANCHES AND OVER SIX HUNDRED 
CORRESPONDENTS IN THE REPUBLIC—FOREIGN 
CORRESPONDENTS ALL OVER THE WORLD 


INFORMATION FOR TOURISTS 
The Banco de Mexico maintains a special Department for the convenience of prospec- 
tive visitors to Mexico and Travel Bureaus. Inquiries should be directed to: 
Tourist Department 
Banco de Mexico 
Mexico City, Mexico 


The Reichsbank reflects the easier con- 
dition in the domestic money market, but 
the foreign exchange position is prac- 
tically static. The three-month exten- 
sion of the central banks’ credit to the 
Reichsbank, coincident with the repay- 
ment of 10 per cent. of the capital 
amount on March 4, reflects confidence 
in the German financial developments in 
the next few months, enabling the 
Reichsbank to adopt a 1 per cent. reduc- 
tion in the rediscount and collateral loan 
rates, effective March 9, 1932. Savings 
deposits at the end of January were 
estimated at 9,887,000,000 marks, as 
against 9,722,000,000 in December, the 
first reversal in the steady monthly de- 
cline since May, which indicates a cessa- 
tion in hoarding and a restoration of 
confidence in the bank and currency 
situation. Bankruptcies in February de- 
creased to 1066, as against 1094 for the 
preceding month, while receiverships in- 
creased from 729 to 769, indicating a 
continuance of the high 1931 rate of 
business mortalities. 

Just recently the restrictions against 
the publication of quotations on the 
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value of securities have been removed, 
indicating a gradual return to more 
mal conditions in the securities market. 


Banking Fusions 


It is announced that the Darmstaedter 
und Nationalbank will be amalgamated 
with the Dresdner Bank. The ordinary 
shares of the Dresdner Bank will be 
written down in the proportion of ten 
to three, and the preference shares, paid 
for by the state last July, in the propor- 
tion of three to two. The shares of the 
Danatbank will be taken over in the 
proportion of ten Danat shares for three 
Dresdner shares. Altogether the Dresd- 
ner Bank will receive 65,000,000 reichs- 
marks in cash, and its capital and legal 
reserves will amount to 250,000,000 
reichsmarks. The state's guarantee will 
be maintained in favor of the foreign 
creditors of the old Danatbank, but it 
will be withdrawn from home creditors. 
The capital of the Commerz-und Privat- 
bank and Barmer Bank-verein will be 
80,000,000 reichsmarks and the legal re- 
serves 30,000,000 reichsmarks; 45,000,’ 
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000 reichsmarks of the capital will be 
subscribed by the Gold Discount Bank. 
The Deutsche Bank and the Disconto- 
Gesellschaft will reduce its capital in 
the proportion of five to two. The Ber- 
liner Handelsgesellschaft and the Reichs 
Kredit-Gesellschaft, as well as a number 
of provincial banks whose financial posi- 
tion remains sound, are not concerned 
in the reconstruction schemes. An ex’ 
tension of the activities of the Akzept- 
und Garantie-Bank is contemplated for 
the purpose of facilitating the supply of 
credit for industry. 


FRANCE 


Coincident with a broader application 
of the government’s policy of import 
quota restrictions and duty increases, 
French production, trade and business 
activity recently experienced a further 
decline. Few wage cuts have been made 
but unemployment has registered an all- 
time record; wholesale and retail prices, 
however, reduced their trend and moved 
upward. Partly as a result of the 
diminution of imports through the quota 


system and partly through a contraction 
of domestic consumption the trade deficit 
has been reduced but both imports and 
exports have dropped to the lowest level 
since the stabilization of the franc. 
Manufacturers in many lines are advo- 
cating the imposition of additional 
quotas on competitive foreign products, 
but their own sales abroad are being 
hampered by high production costs re- 
sulting from rising wholesale prices and 
living costs. Further restrictions and 
higher duties on foodstuffs are also being 
advocated by the agricultural interests. 

The financial position of the govern- 
ment is beginning to arouse concern; a 
recently reported treasury balance was 
only 2,000,000,000 francs, and heavy 
borrowings appear unavoidable. The 
present condition is attributed especially 
to the large advances which have been 
made to foreign governments and to dis- 
tressed public and private enterprises. 
Additional obligations on the govern- 
ment’s resources were effected through 
the vote early in March of a 600,000,- 
000 franc loan to Czechoslovakia, and 
the authorization given the Minister of 
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Finance to loan up to 2,600,000,000 
francs to the post, telephone and tele- 
graph services. Tax receipts declined 
sharply, the total for the first ten months 
of the current fiscal year being 1,900,- 
000,000 francs below the same period 
of 1930-31 and 500,000,000 francs be- 
low current budget estimates, despite 
heavier unestimated receipts from in- 
creased import duties. The budget 
deficit for the current fiscal year is off- 
cially estimated at 3,000,000,000 francs. 
The budget covering the period of 
April-December, 1932, has not yet been 
voted and difficulties are being encoun’ 
tered in effecting a balance even on 
paper. 

Recent commercial events of impor- 
tance included France’s advocacy of a 
Central European economic entente, the 
signing of a Franco-Italian treaty, on 
March 4, and the institution of new 
import quotas on a wide range of manu- 
factured articles and foodstuffs. There 
appears to be growing objection to the 
French quota system with resulting: pro- 
tests by trade groups representing par- 
ticularly American, German and British 
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exporters, as well as French importers 
of restricted products. The recession in 
the coal industry is still marked, unem- 
ployment is growing while production 
and consumption are declining. De- 
pression in the iron and steel industry 
has become further accentuated; produc- 
tion has again declined and unemploy- 
ment has risen in consequence. Acute 
depression still prevails in the textile in- 
dustry, but stocks are moderate because 
of the law production; the cotton and 
silk branches are the most seriously af- 
fected, while the wool industry is show- 
ing a slight recovery which may be only 
temporary. Production of rayon is 
being maintained with certain varieties 
showing increases. 


ITALY 


Complete returns of the foreign trade 
of Italy for the year 1931 show imports 
of the value of 11,624,296,000 lire and 
exports of 10,040,148,000 lire. Imports 
were 5,722,328,000 lire less than during 
1930 and exports showed a decrease of 
2,079,033,000 lire. The import surplus 
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was thus reduced from 5,227,443,000 
lire in 1930 to 1,584,148,000 lire last 
year. The improvement in the trade 
balance resulted from the greater de- 
cline in imports (33 per cent.) than in 
exports (17 per cent.). 


POLAND 


A bulletin issued by the Bank of 
Poland shows that in January, 1931, the 
amount of foreign capital invested in 
Poland by various countries was as fol- 
lows, the amounts being stated in zlotys: 
France, 385,000,000; Germany, 372,- 
000,000; United States, 317,000,000; 
Belgium, 140,000,000; Great Britain, 
71,000,000. 

The public debt outstanding as of 
January 1, 1932, was 4,569,838,319 
zlotys of external obligations and 591,- 
696,667 zlotys internal. 


CZECHOSLOVAKIA 
Increased unemployment and further 


decline in production and trade are re- 
ported. A recent increase of prices by 


the tobacco monopoly is expected to add 
some 150,000,000 crowns to the public 
revenues. But it is stated that before 
the gain from this source and from in- 
creased taxes can be utilized recourse 
must be had to the recent loan of 600,- 
000,000 francs granted by France. The 
reduction in domestic operations is as- 
cribed largely to the decline in textile 
and steel exports. 


SPAIN 


Spanish business still awaits the ter- 
mination of proposed economic legisla- 
tion and the clarification of the political 
outlook. Activity continues to decline 
and a few additional firms, particularly 
among automobile dealers, have retired. 
Lowered loans and discounts of the 
Bank of Spain, as well as decreased bank 
note circulation, reflect the shrinkage in 
credit. Peseta exchange reached a new 
low of approximately thirteen to the dol- 
lar at the end of February. The Ex- 
change Control Center has resumed re- 
stricted operations after having required, 
for the purpose of determining actual 
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This Bank Holds r 


50.4% of total banking deposits in Guayaquil 
39.0% of total banking cash resources 
49.0% of total eligible notes discounted 
(above percentages compiled from official figures 
of Superintendent of Banks---September 30, 1931) 
Our Collection Department, a modern organization rendering prompt and accurate 
service, handles a similar proportion of collection items drawn on this country 
This Bank, possessing an intimate knowledge of this market, can materially 
assist you in the advancement of your business. 
Credit reports, compiled from the experience of our Collection Department, are 
the real basis of your dealings with local merchants and will be furnished by us 
free of charge, upon request. 


LA PREVISORA NATIONAL BANK OF; CREDIT 
GUAYAQUIL — ECUADOR 
“The most active Bank in the Country” 
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needs, a revision of all requests for 
foreign bills. It is now facing the effects 
of the British tariff and is confronted 
also with a seasonal lull in the exports of 
agricultural products. The return of 
expatriated capital would contribute 
greatly to the restoration of confidence. 
The attention of financial interests is 
focused on two pending legislative mea- 
sures—the workers’ participation in fac- 
tory management and land expropria- 
tion tax. Proposed taxes have been the 
subject of numerous protests from trade 
circles, but the early adoption of the 


entire program is probable, involving 
substantial increases in the industrial tax, 
tax on profits and stamp tax, as well as 
larger revenues from the tobacco and 
petroleum monopolies. 


THE NETHERLANDS 


Gold holdings of the Netherlands 
Bank have increased from 436,088,000 
florins on February 2, 1931, to 865,621,- 
000 on February 1, 1932. The early 
months of the year have witnessed a 
more hopeful feeling in regard to the 
general economic situation. The Dutch 
East Indies have to grapple with the 
problem of a deficit amounting to some 
200,000,000 florins, which it is proposed 
to meet by reduction of expenditures 
and increased taxation. 


DENMARK 


Full returns of the country’s foreign 
trade for 1931 show an excess of im- 
ports over exports to the value of 113,- 
000,000 crowns, compared with 135,- 
000,000 crowns for the previous year. 
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An act has been passed recently provid- 
ing for a centralization of exchange 
dealings, in order to make it possible to 
distribute the foreign exchange more 
evenly in proportion to the nature of 
the demand, to look after trade-political 
interests and to pave the way for a 
more lenient credit policy without caus- 
ing exchange difficulties. The suspen- 
sion of the gold standard in September 
has been followed by a rise in the price 
level, but of late the tendency has been 
less marked. 


FINLAND 


As reported by the Bank of Finland, 
the position of the joint stock banks to- 
ward other countries has recently shown 
a decline in both indebtedness and bal- 
ances, their net claims abroad being re- 
duced by over 30,000,000 marks, where- 
as in previous years the banks had a 
very appreciable net indebtedness abroad. 

Full returns of the country’s foreign 
trade for the year 1931 show imports 
of the value of 3,458,000,000 marks and 
exports 4,455,000,000 marks—a_ sub: 
stantial “favorable” trade balance. Com: 
pared with earlier years both imports 
and exports have heavily declined. For 
example in 1928 imports were of the 
value of 8,013,000,000 marks and ex- 
ports 6,245,000,000 marks. 

While the number of unemployed re- 
mains at about 88,000, it is not con- 
sidered probable that a material increase 
in the number out of work will occur, 
since the workers employed in the timber 
industry, to be released with the spring, 
will shortly find employment in agricul- 
tural operations. 
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The rise in prices noticeable since last 
September now appears to have been 
arrested. With the disappearance of the 
nervousness caused by the suspension of 
the gold standard in October, the Bank 
of Finland reduced its discount rate by 
1 per cent. on February 12. 


SWEDEN 


According to the Quarterly Report 
of the Skandinaviska Kreditaktiebolaget, 
prices are not rising in that country. It 
says: 

“Since the suspension of the gold 
standard, the movement of prices in 
Sweden thas been followed with great 
attention in this country. Though the 
rise in the exchange value of certain 
foreign currencies in relation to the 
Swedish krona has naturally entailed 
some increase in the price of imported 
goods and articles made from imported 


raw products, there has been no sign of 
a general rise of prices, nor even of any 
noticeable speculation in such a rise. 
During the process of adjustment which 
is now proceeding a variety of factors 
are naturally in play. Mention has al- 
ready been made of the effect on prices 
of the rates of exchange. Other factors 
are the movements of prices abroad, and 
some decline in the prices of various 
goods of purely Swedish origin owing to 
the depression of agriculture and indus- 
try. The sole result, at any rate hitherto, 
of the combined action of these forces is 
that the marked fall in wholesale prices 
has, generally speaking, been checked, 
and that the cost of living has remained 
practically unchanged. It can therefore 
be stated that no tendency to inflation 
has hitherto been noticeable in Sweden.” 

Figures are presented in support of 
this statement. 
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Across the Dominion, from seaboard to seaboard, the 
Bank of Montreal operates through more than 600 branches, 
giving dependable banking service in every Canadian com- 


BANK OF 
MONTREAL 


Established 1817 
HEAD OFFICE: MONTREAL 


It is likewise admirably equipped to 
serve American banks and corpora- 
tions in their financial transactions 


in Canada. Enquiries are invited. 


TOTAL ASSETS IN EXCESS OF $750,000,000 


NEW YORK: 64 Wall St. CHICAGO: 27 South La Salle St. SAN FRANCISCO: 333 California St. 


Current Conditions in Canada 


ing which commenced in January, 


awarded 37 per cent. One reason for 


Tiss seasonal upturn in manufactur- cent., and in construction contracts 


according to the March Monthly 
Letter of the Canadian Bank of Com- 
merce, Toronto, “has been of moderate 
and somewhat uncertain character, as 
might be expected in a period of greatly 
curtailed purchasing power in the agri- 
cultural community and of little new 
development of natural resources. Off- 
cial and other reliable reports show that 
steel, automobile and newsprint produc- 
tion increased in January and prelimi- 
nary reports indicate further expansion 
in these commodities, except newsprint, 
during February. Construction contracts 
awarded have also increased. But how 
slight has been the revival in these 
branches of industry may be judged by 
comparing some of the January records 
with those for the like month of 1931; 
steel production was less than half that 
in January last year, while the decline in 
automobile manufacture was 42 per 
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the slow advance this year, however, is 
the delayed operation of the largest auto- 
mobile plant consequent upon the prep- 
arations for the introduction of new 
models, which has affected numerous al- 
lied industries, particularly the steel 
mills.” 

In its Business Summary of March 23, 
the Bank of Montreal points out some 
bright spots in business. “Early lake and 
river navigation is promised,” it says, 
“and ocean steamers are scheduled to 
arrive at the Port of Montreal within the 
first fortnight of the coming month 
(April). Prospects are fair for export 
trade. On March 11 the stock of wheat 
in Canada, 185,057,000 bushels, was but 
2,850,000 bushels less than at approxi 
mately the same date last year, and a 
better European demand exists for coarse 
grains than then. Livestock shipments 
promise to be larger than last spring, 
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BANKERS INVITED 





FOREIGN BANKS ARE 





INVITED TO CORRESPOND WITH 


The Central Bank of India, Limited 
Bombay (India) 


UR close contact with the commercial activities with five 
Offices in the City and various Branches in other parts of 


India, puts us in the best position to serve you. 
S. N. POCHKHANAWALA, Managing Director 


considerable additional space being al- 
ready booked and additional accommoda- 
tion for cattle is called for. Manufac- 
turing industries are in much the same 
state as in recent weeks, textile mills be- 
ing fairly active as well as boot and shoe 
factories, iron and steel works quiet, 
automobile factories less busy than a 
year ago, as well as tire and rubber in- 
dustries. Retail trade generally lacks 


briskness. Butter prices have this month 
risen rapidly. Commodity prices in gen- 
eral remain at exceptionally low levels, 
wheat, copper, raw sugar, rubber, cot- 
ton, foodstuffs, iron, lumber, all. still 


scraping the bottom.” 
COMPARISONS WITH 1931 


The Bank of Montreal’s Summary 
presents comparisons of a number of in- 
dustries in 1932 with the same industries 
in 1931. It says: “Car loadings continue 
to make unfavorable comparison with 
last year, the- smaller movement of 
freight being reflected in railway gross 
earnings. On March 12, total loadings 
had fallen 50,139 cars behind last year, 
whereas on February 13, four weeks be- 
fore, the decrease was 28,836 cars. Of 
all classified commodities coal and coke 
alone show increased loadings at March 
12, the former of 7808 cars and the 
latter of 499 cars. The movement of 
grain and grain products had fallen 
10,243 cars behind last year, of lumber 
4578 cars, of pulpwood 10,121 cars, of 
pulp and paper 2989 cars, of ore 600 
cars, and of merchandise in less than 
carload lots 13,750 cars. 

“In the mining field a high rate of 
production is confined to gold, with 
prospect of last year’s output of $55,- 





715,000 being exceeded this year. On- 
tario’s output in February amounted to 
$3,606,966, or $374,744 in excess of 
February last year. Despite low prices 
of copper and nickel, as well as of lead, 
operations at the Trail Smelter are to 
date less than 9 per cent. under last year. 
Building permits issued in sixty-one 
Canadian cities in February represented 
a smaller value than in any like period 
for several years past, being for $2,578,- 
600, compared with $6,395,600 in the 
corresponding month last year. Lower 
construction costs account for some of 
this decline. Although the volume of 
exports of newsprint from Canada in 
February was about the same as last 
year, the value dropped to $6,894,500 
from $8,086,000 in 1931. 

“Exports of Caradian products to the 
United States, particularly of farm stuffs, 
have shrunk to small dimension, exports 
of these last month having a value of 
only $405,000, compared with $11,354,- 
000 ten years ago; on the other hand, 
trade with Great Britain is on an ascend- 
ing scale, Canadian exports to that coun- 
try in February having been $10,238,000, 
an increase of $2,000,000 over the corre- 
sponding month last year. 

“Total external commerce in February 
had a value of $72,604,000 against $95,- 
908,000 in the corresponding month last 
year, and in the eleven elapsed months 
of the current fiscal year amounted to 
$1,067,602,000, or $524,337,000 less 
than in the like period of the preceding 
year. This decrease of 33 per cent. has 
been due in large part to the decline in 
commodity prices, but also to diminished 
shipments to foreign countries; in other 
words, to the depressed condition of all 
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Christiania Bank og Kreditkasse 


Oslo (Christiania), Norway 
Founded 1848. Telegraphic address: Kreditkassen 


First established 
Private bank in 
Norway 


BankinG Business oF Every 
Descriprion TRANSACTED 


Paid up capital 
and reserve funds 
Kr. 40,000,000. 


New York Agents: 


The National City Bank of New York, Guaranty Trust Company of New York 
and Irving Trust Company 


world markets. In February last year 
imports exceeded domestic exports by 
$7,122,000, while this year domestic ex- 
ports exceeded imports by $845,000, a 
betterment of nearly eight million dol- 
lars. The eleven months’ figures are still 
more striking, an adverse foreign trade 
balance of $86,562,000 having been con- 
verted into a favorable balance of $15,- 
539,000 in that period, an improvement 
of upwards of a hundred million dollars. 
In February, for the first time in many 
months, grain exports had a greater value 
than last year, $6,623,000 against $6,- 
431,000 in 1931, the increase being due 
to larger shipments of coarse grains, and 
animals and animal products were sent 
out to about the same value as a year ago. 
In the last seven months shipments of 
oats, barley and rye have grown to 18,- 
821,000 bushels from 6,239,000 bushels 
in the corresponding period last year, the 
increase in value being from $2,073,000 
to $7,615,000.” 


THE TARIFF 


The Royal Bank of Canada, Montreal, 
in its March Monthly Letter, outlines 


some of the results to Canada of the new 
British tariff. “There should be increased 
demand,” it says, “for Canadian wheat 
flour, dairy products, apples, tobacco, 
canned salmon, lumber, leather and base 
metals, and there is also a wide variety 
of other products which may assume a 
more important place as a result of this 
general tariff of 10 per cent. against like 
products from countries not within the 
Empire. 

“Wheat is Canada’s most important 
export to Great Britain but this com- 
modity is excluded from the present tariff 
and will be imported free of duty. Im 
ports, however, are to be subject to a 
quota system which, it is understood, 
will give some preference to shipments 
from Canada and Australia. Foreign 
wheat flour, however, will be dutiable 
and it is thought that this will give Ca- 
nadian flour an even greater share than 
it now possesses of the British market. 

Oats, oatmeal and barley, sub- 
stantial quantities of which have come 
from the Argentine, Rumania, the 
United States and Germany, might also 


be shipped in greater volume from 
Canada.” 


International Banking Notes 


ET profit of the Eastern Bank, 

Limited, London, for the year 1931 

was £169,291, after full provision 

was made for bad and doubtful debts. 
An interim dividend of 3s per share was paid 
in October, absorbing £30,000, and a final 
dividend of the same amount was paid. The 
sum of £20,000 was transferred to reserve 
fund, £55,000 was set aside to account of 
contingencies, and the balance, £34,291, was 
carried forward to the next account. 
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Balance sheet of the bank on December 31 
showed paid-up capital of £1,000,000, re- 
serve fund (including the £20,000 added 
from profits), £500,000, current accounts of 
£5,605,914, and total resources of £9,727, 
371. 


AFTER * “making the usual and necessary pro’ 


visions,” net profit of the Imperial Bank of 


India, Calcutta, for the half-year ended De 
cember 31, 1931, was Rs. 19,45,733, which, 
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with Rs. 28,34,230 brought forward from the 
last previous account, made a total of Rs. 47,- 
80,004. A dividend at the rate of 12 per 
cent. per annum was paid, absorbing Rs. 33,- 
75,000 and the remainder, Rs. 14,05,004, was 
carried forward to the next account. 

Concerning economic conditions in that 
country the managing governors reported, in 
part, as follows: 

“Unfortunately although there has been 
some slight improvement in commodity prices 
we are unable to record any substantial bet- 
terment in the economic position. Commodity 
prices remain comparatively low and the 
political horizon is unsettled, creating a lack 
of confidence which is reflected in the trade 
figures and in prices of government securi- 
ties. We have again to face the necessity 
of writing down government securities to 
market value. . . . In order to provide fully 
for the depreciation it has been necessary to 
make transfers from the reserve and con- 
tingency funds.” 


STATEMENT of the Yokohama Specie Bank, 
Ltd., for the six months ended December 31, 
1931, showed profits for that period of 5, 
339,946 yen after provisions for bad and 
doubtful debts, rebates on bills and other 
charges. This amount compared with 5,401, 
791 yen for the first half of 1931. The re- 
port covers the period in which the bank 
was engaged as the fiscal agent of the Japan: 
ese government and indicates no apparent 
losses through these operations. 


THE Banco Regiomontano de Credito Indus: 
trial de Monterrey, S. A., has opened in 
Monterrey, Mexico. It was founded by com- 
mercial, industrial, mining and agricultural 
interests of Monterrey and Nuevo Leon, and 
its object is to finance these industries in 
Nuevo Leon. It has capital of 500,000 pesos. 


Ture German government has merged two of 
the leading banks of that country—the Dresd- 
ner Bank and the Darmstaedter und Na- 
tionalbank—into an institution to be known 
as the Dresdner-Bank. It will be the largest 
German bank, as far as capital stock and 
open reserve are concerned. The bank will 
be almost exclusively owned by the Reich, 
for the government will control 150,000,000 
and the Reichsbank 48,000,000 marks of its 
capital stock. Representatives of the govern- 
ment have announced that the government 
expects gradually to liquidate its interests. 
The German government and the Reichs- 
bank have also co-operated to provide the 
funds necessary to place two other large 
banks—the Deutsche Bank und Disconto- 
Gesellschaft and the Commerz-und Privat- 
Bank—upon a sound financial basis. 


Crauelers Bank 
of 


Paris 


18 RUE DELA PAIX 
PARIS, FRANCE 


NEW YORK AGENCY 
40 WALL STREET 


Tue foreign banking and exchange business 
which the firm of Thos. Cook & Son has con- 
ducted for many years in New York will here- 
after be transacted as an agency of Thos. 
Cook & Son (Bankers) Ltd., London. The 
balance sheet of this firm, as of October 31, 
1931, showed capital and reserve of £125,000 
each, current accounts of £2,623,859 and 
total resources of £2,887,439. 


THE first balance sheet of the Kansallis-Osake- 
Pankki, Helsingfors, Finland, since it merged 
the Maakuntain Pankki Osakeyhtio the first 
of this year, was issued as of January 30. It 
reported capital of 200,000,000 marks, re- 
serve fund of 213,400,000 marks, profit and 
loss account of 46,700,000 marks, actual de- 
posits of 2,187,600,000 marks and other de- 
posit accounts of 841,200,000 marks. Credits 
amounted to 3,549,100,000 marks. The total 
balance sheet amounted to 3,914,800,000 
marks. 


IN summarizing the year-end statement of 
Williams Deacon's Bank, Limited, Manches- 
ter, in this department in February, the re- 
serve fund was given as £200,000. This 
figure should have been £800,000. 
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HEAD OFFICE: ROME, 173 CORSO UMBERTO | 


Branches: ALBENGA, ALESSANDRIA, 


ANCONA, BOLOGNA, 
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ITALIA-AMERICA SHIPPING CORP. 


- 1 State Street - NEW YORK 


American Representative 
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Latin-American Securities 


States, a confused mental picture 

of the situation of Latin-American 
securities, according to a statement issued 
by the Committee on Inter-American Re- 
lations, and more than a bit of caution is 
needed, in the opinion of the committee, 
because of the possibility that losses al- 
ready incurred may be unnecessarily in- 
creased. 

“Among disturbing factors are the in- 
quiry on foreign loans recently concluded 
in Washington, the formation of a 
steadily increasing number of organiza- 
tions whose special field is that of activity 
among foreign bondholders, the erratic 
investment and bond market and the 
efforts of salesmen to persuade holders of 
Latin-American bonds to switch their 
securities to something of highly specula- 
tive and uncertain character in many 
cases,” according to the statement, which 
continues: 

“No unreserved criticism of any of 
the above factors is proper, as there are 
constructive elements present, but only 
careful consideration and analysis can 
bring out these elements and without 
such there is grave danger of Latin- 
American bonds being sacrificed with 
great and unnecessary loss to holders. 

“In the case of the Senate investigation 
there is much of value, and also a large 
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T sees, is, throughout the United 


amount of testimony that should be dis- 
carded. It is of value to the American 
public to know of haphazard banking 
methods, of censurable payments of com- 
missions and of other things the exposure 
of which may lead to better conduct in 
the future and to sounder investment 
banking practice. But we must not lose 
sight of the strong political flavor of the 
whole proceeding, and of the fact that 
some quite proper and allowable things 
have been given a twist that is not jus 
tified. 

“No criticism is offered of the bond- 
holders’ organizations now existing, but 
if such entities come under the control 
of those motivated by considerations of 
private gain great harm may result. No 
bondholder should surrender securities or 
enter into any contractual arrangement 
with a bondholders’ organization until he 
has thoroughly satisfied himself by care- 
ful investigation that the service advised 
will be helpful. The same investigation 
is needed of the many substitutions now 
being offered Latin-American bondhold- 
ers in exchange for their securities. 

“Too many holders of Latin-American 
securities have their eyes on the bond 
market tape, and they are puzzled and 
frequently discouraged by the price 
changes from day to day that may show 
wide variation up or down,” the state’ 
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ment continues. “These variations, how- 
ever, have little relation to intrinsic 
values. The Latin-American bond mar- 
ket is sensitive, as are all security mar- 
kets, but the Latin-American market is 
also ‘thin,’ that is, an order to purchase 
three or four bonds may cause a dis- 
proportionate increase in price and an 
order to sell the same number an exces- 
sive decline. There is no abnormal liqui- 
dation of Latin-American securities to- 
day, and a continuance of this situation 
will be greatly for the benefit of security- 
holders. 

“In spite of admitted overlending and 
of other things which are well known, 
there is a large intrinsic value in Latin- 
American securities now in the hands of 
the public. This fact cannot be too 
strongly emphasized. To sacrifice hold- 
ings, to enter into contractual relations 
which may prevent freedom of action, or 
to exchange securities for something of 
unknown value is the height of im- 
prudence. After all it must be recog- 
nized that while every security has its 
special position, Latin-American bonds, 
in common with all investments, are vic- 
tims’ of the abnormal conditions now 
ruling. 

“The thing chiefly needed today is 
patience. Foreign creditors of the United 
States have been patient, have suffered 
loss, but in the end have been satisfied 
in most cases. We forget quickly, but 
in 1916 we owed foreign countries $5,- 
500,000,000. From the earliest times 
our country was developed by foreign 
capital, and our colonial plantations and 
mercantile projects were created with 
foreign money. At the outbreak of the 
Revolution our colonists bore a heavy 
load of foreign debt. 

“As far back as 1870 most of our na- 
tional debt was held abroad, and whereas 
the inflow temporarily ceased at the out- 
break of the War of 1812, for many 
years after 1815 enormous amounts of 
foreign money entered the country. Dur- 


465 


ing the seventeen years following 1820, 
an average of $74,000,000 annually was 
imported, a great sum for those days. 
It thus came about that in 1837 we 
owed Europe between $150,000,000 and 
$200,000,000, and although the panic of 
1837 and 1839 stopped the flow of funds, 
they again appeared in good quantity in 
1849, great amounts of British and 
Dutch funds coming to us during the 
fifties of the past century and building 
our railroads, developing our mines and 
so on. 

“The outbreak of the Civil War again 
checked the flow, but after 1863 Amer- 
ican securities were exported as never 
before, averaging $104,000,000 annually 
during the next ten years. After the 
panic of 1873 European investment prac- 
tically ceased, but the business revival of 
1879 again brought a flood of foreign 
money for our railroads and other enter- 
prises. Our recovery from the intense 
depression of 1896 was due to the bless 
ing of a return of foreign capital, and in 
1899 foreign countries held $3,300,000,- 
000 of American securities. 

“During this long period of our na- 
tional life the values of American se- 
curities had their ups and downs. Money 
was lost and also made. But the average 
was generally good. It is the belief of 
the Committee on Inter-American Rela- 
tions that ultimately the average will be 
similar for investment in Latin-American 
securities. This is the best that can be 
hoped for any investment program. But 
in order to receive the benefits of the 
situation time must be given for the 
working out of problems and the making 
of adjustments in the greatest crisis the 
world has ever known. 

“The United States today is a creditor 
nation and will have to obey the laws of 
creditor nations. In time, perhaps sooner 
than many suspect, the present stress and 
strain will be forgotten and we shall 
again be exporting capital in substantial 
quantities.” 





North Dakota Bankers First in 
Banker-Farmer Work 


agricultural committees of the 

various state bankers’ associations 
for 1931 received by the Agricultural 
Commission of the American Bankers 
Association give North Dakota first 
place in each of the factors that go to 
make up a complete record in the plan 
of scoring this annual contest, according 
to Dan H. Otis, director of the com- 
mission. 

“North Dakota receives 100 per cent. 
rating in banker-farmer work for 1931,” 
Mr. Otis says. “This attainment came 
as the result of a long-time program of 
constructive effort, endeavoring to build 
up a commonwealth with a proper bal- 
ance between educational, agricultural, 
industrial and financial interests. Georgia 
and Oregon, which carried the honors 
the two preceding years and were there- 
fore ineligible for first place, still main- 
tain their high standing. 

“North Dakota bankers believe in team 
work. They co-operate with the Agri- 
cultural College in their extension ac- 
tivities. They have helped to support 
and actively participated in the work of 
the Greater North Dakota Association. 
In many counties bankers are leaders of 
this organization maintained by the busi- 
ness men in the interest of the economic 
development of the state, with special 
reference to agriculture. 

“Every officer of the North Dakota 
Bankers Association and every member 
of its Agricultural Committee has taken 
part in a planning conference. A key 
banker, representing the committee, has 
been appointed in each of the fifty-three 
counties. There is a reported expendi- 
ture for agricultural work of $3617. 
There were 352 bankers reported attend- 


R czscate on the work done by the 


that the 


ing agricultural meetings during the year, 
and 1177 bankers reported engaged in 
special agricultural activities, such as ad- 
dressing agricultural meetings, accom- 
panying farmers to banker-farmer meet- 
ings, awarding prizes, trophies, etc. 
There were 403 farmers, farm women, 
and farm boys and girls listed as being 
encouraged or influenced by bankers to 
undertake definite project or demonstra- 
tion work for improving farm practice. 

“For these accomplishments much 
credit is due the officers of the Greater 
North Dakota Association, who have 
been untiring in their efforts to enlist 
banker co-operation and in reporting re- 
sults. Fred A. Irish, vice-president First 
National Bank and Trust Company, 
Fargo, representing the Agricultural 
Commission for the Ninth Federal Re- 
serve District, and also chairman of the 
North Dakota Bankers Association’s 
Agricultural Committee, has actively 
supported this work for the last nine 
years and much of the result is due to 
his labors. How the bankers of North 
Dakota have supported him is expressed 
by Mr. Irish as follows: ‘I certainly feel 
bankers of North Dakota, 
harassed by closings on many sides, fight- 
ing to retain depositors’ confidence, and 
working so diligently to keep their total 
deposits up, have done a tremendous job 
in carrying on this amount of agricul: 
tural work during 1931. 

“Because of these outstanding accom: 
plishments the Agricultural Committee, 
the Greater North Dakota Association 
and the Agricultural College of North 
Dakota will be represented with an ap’ 
propriate exhibit and on the program 
of the Agricultural Commission at the 
spring meeting of the executive council 
of the American Bankers Association.” 





How Banks Are Advertising 


A Monthly Review of Current Financial Publicity 


APRIL, 1932 


“BUILDERS OF SYRACUSE” 


First Trust and Deposit Company Runs Series of 
Advertisements Under That Heading 


HEN it planned a 

\X/ series of advertise- 

ments featuring the 
major industries of Syracuse, 
N. Y., the First Trust and 
Deposit Company of that 
city had three principal 
thoughts in mind. 

First, few of the residents 
of Syracuse realized, it was 
believed, that for its size 
(207,000) the city has an 
unusual array of industries. 
This diversity has proved to 
be a source of strength in a 
time of economic weakness, 
for Syracuse has suffered less 
from unemployment than 
many other cities which are 
dependent largely upon a 
few industries. The economic 
stability of Syracuse, the 
bank thought, was a point 
worth emphasizing at the 
present time by way of re- de Syreeue Chited Plow 
assurance to the public. mp sas 


the First Trust and Deposit 
Company and, better yet, 
many have used its services 
ever since they began busi- 
ness—sixty years in some 
cases. A brief statement of 
this fact, set apart in a box, 
was enough to tell a great 
deal about the age and pres- 
tige of the bank. (The ad- 
vertisements were not, how- 
ever, confined to the indus- 


stories told, as people have 
little realized before the mag- 
nitude of some of the city’s 
businesses and the romance in 
their histories. 

The third thought was that 
most of the major industries 
of Syracuse are depositors of 


BUILDERS OF SYRACUSE 


Plowing the Name and Fame 
of Syracuse Over the Face of the Earth 


To name of Syracuse probably has been carried-to more parts of the 
world over a longer period of years by the humble plow than by 
any other product of this city. 


Since ITs 
INCORPORATION ... 
55 YEARS AGO 


Since 1876 a plow made of especially hard “chilled” iron has been 
produced in Syracuse for the stony soils of New England, New York, 
Pennsylvania, and the Atlantic, Gulf and far western states. A large ex- 
port demand also takes these famous plows to South Africa, England, 
France, South America, Turkey, India, Mexico, and Central America. 


The Syracuse Chilled Plow Company is the second largest chilled 
plow company in the world, with a normal annual production of 200,000 


Second, telling the story phrserin's: 
of each business, its history, 
features of its product, what 


plows and 100,000 harrows and other implements. Ten thousand agen- 
cies handle the line in the United States alone. 


With about 500 men on its normal payroll, this company has long 
been one of the greatest BUILDERS OF SYRACUSE. It is one of a score of 


major industries located in this city—a city unusually fortunate in its 
wide diversity of loug established business activity. 


FIRST TRUST 
and DEPOSIT COMPANY 


Building with Syracuse Since 1869 


it does for the city in the moeta Rave 
way of employment, etc., is 
advertising which is highly 
appreciated by each business 
concern featured and has 
proved to be an excellent ges- 
ture of good-will on the part 
of the First Trust and De- 
posit Company. Too, the 
public has expressed surprise 
and interest at many of the 


A CONVENIENT OFFICE IN YOUR NEIGHBORHOOD 


One of the first of the “Builders of Syracuse” series of 
advertisements published by the First Trust and Deposit 
Company of that city. Note the heading and illustration, 
and the small box in which attention is drawn to the fact 
that the company being described is a customer of the bank. 
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BUILDERS OF SYRACUSE 


For The Nation’s Table--- 
19,000,000 Pieces 








Ss 
S| OF China 


/\ From Syracuse 
/ Yearly 



























'N thousands of homes throughout the United States, on many a U. S. 

railroad, many a palatial ocean liner, as well as io hundreds of the 
finest hotels, restaurants and hospitals you will find Syracuse-made China 
used exclusively 


A DEPOSITOR 

FOR 60 YEARS 
The Onondaga Powery Co. 
since its founding in 1871 


| 
| It is produced by the Onondaga Pottery Co. of Syracuse, makers of 
| 

| has used the banking services 
| 
| 


Syracuse China for the home and the world’s largest maker of institutional 
china (capacity 15,000,000 pieces per year) and by the Iroquois China Co., 
which has specialized in institutional china since its founding in 1905. 


of the First Trust & Deposit 
Co 


The troquors China Co. 
has been 4 valued depositor 


for over 20 years 


For sixty years this distinctive Syracuse industry has been one of the 
great BUILDERS OF SYRACUSE. Employing ordinarily over 1500 crafts: 
men, these companies are unusually valuable co Syracuse as wage payers 
in view of the fact chat over 60% of the sales value of the product repre- 
seats wages and salaries 








The china industry is one of a score of major industries located in 
Syracuse —a city particularly fortunate in the wide diversity of business 
activity within its limits 
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CONVENIENT OFFICE 





FIRST TRUST 
and DEPOSIT COMPANY 


Building With Syracuse Since 1869 












YOUR NEIGHBORHOOD 


Another of the noteworthy “Builders of Syracuse” series. 
Headlines and art work are consistently good through- 
out the group. 


tries which are customers of 
the First Trust and Deposit 
Company.) 

Beginning the first week in 
December, the advertisements 
have been run weekly, with 
a change of copy each week, 
in Syracuse newspapers. The 
size has been approximately 
uniform throughout, running 
about 13 inches by 5 columns 
(10'%% inches). The first 
advertisement, headed “Plow- 
ing the Name and Fame of 
Syracuse Over the Face of 
the Earth,” which is repro- 
duced in these pages, was run 
without a border, but the 
later advertisements of the 
series have used the border 
shown on the other repro- 


duced advertisements shown 
herewith. The “Builders of 
Syracuse” heading at the top 
of the display has been used 
throughout the group. 

One of the latest of the 
advertisements bears the very 
apt head “Under the Head 
of Pressing Business” and de- 
scribes the two largest makers 
of pressing machines, which 
are located in Syracuse. An- 
other, headed “Sugar, Soap 
or Steel in the U. S., Uganda 
or Uruguay ” tells 
of the Solvay Company, pro- 
ducer of soda ash. Another 
interesting piece of copy 
was produced from the his- 
tory of the Lamson Com- 
pany, makers of pneumatic 





tubes. This advertisement 
bore the heading “This Giant 
Syracuse Industry Grew from 
a Hollow Croquet Ball.” 

As the advertisements re 
produced indicate, the illus 
trations aid the headlines in 
calling attention to these ad- 
vertisements, and the copy 
holds the attention. The 
series is an excellent example 
of aggressive advertising dur 
ing a period when many ad- 
vertisers are folding their 
hands and “waiting for bet- 
ter times.” 

Results are, of course, the 
final judge of all advertising. 
As regards results in thi 
campaign, S. F. Joor, Jr., c 
the bank’s new business 
partment, says: 

“The story of Syracuse 
industry has never been pre- 
sented so comprehensivel 
and so publicly befor:, t 
our knowledge, and the re- 
action has been very favor- 
able. No marvelous claims 
are advanced, no count of 
new business has been kept 
for credit to this series (in- 
accuracy is generally the re- 
sult), but we believe that 
more favorable comment has 
been heard about this series 
than about anything else the 
bank has ever run in its ad- 
vertisement space.” 


HOW BANKS ARE 
ADVERTISING 


A RATHER recent departure 
in trust advertising, and one 
that is altogether timely, 


deals with the up-to-dateness 
of wills. 
present time, 
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large fortunes have been 
swept away or have decreased 
sadly, it is essential that the 
wills disposing of them be 
kept up-to-date. The bank 
which calls attention to this 
fact is doing a real service to 
its clients. 

The Bankers Trust Com- 
pany of New York has pub- 
lished an excellent advertise- 
ment on this subject under 
the heading, “A Will, Too, 
Can Become Old-Fashioned.” 
Text reads as follows: 


It is easy to feel, once a will 
has been made, that this impor- 
tant document may be filed 
away and forgotten. 

But times change—and with 


‘them the conditions which may 


ve dictated the will. The size 
estate may have increased 
.. uccreased. Marriage or death 
may have created new condi- 
tions. New heirs may have 
been born. The financial re- 
quirements of beneficiaries may 
havealtered materially. 

It is essential—especially in 
times like the present—that your 
will represent the best possible 
division of your estate now. To 
make sure it does, we suggest 
you review it with your lawyer. 
And if circumstances dictate 
the need of a trust, we suggest 
its creation, and the appoint- 
ment of a responsible and ex- 
perienced corporate trustee. 


The National Bank of 
Topeka, Kans., in a news- 
paper advertisement, asks the 
question “Is Your Will 
Strictly Up-to-Date?” and 
goes on to say: 


In view of all that has hap- 
pened and all that has been 
learned in the past two or three 
years, a will drawn even a short 
time ago may now be sadly out 
of date. 

Does your will, for instance, 
name this strong bank as execu- 
tor or trustee? If it doesn't, 


10,000,000 Gears 
Transmit Prosperity to Syracuse 


EARS transmitting power to other gears, to whirling wheels of industry, com- 
merce arid pleasure . . . uny “peanut” gears for windshield wipers and mighty 
2400 Ib. cast iron gears for steel mill drives gears of rawhide. ber and bake- 
Ine millions of gears for automobiles all these are made in Syracuse, one 
Of the greatest gear centers of the world 
More than 10,000,000 gears are turned out yearly by the following Syracuse 
companies 
WC Lipe. Ine.. pioneer gear makers (est. 1875), producers of com- 
plete transmissions, differential assembles. and gear tooth chamfering 
machines. The last are used by nearly every auto producer who makes bis 
own transmissions—Chevrolet, Ford. Buick, Nash. Hudson, Caterpillar 
tractor and several foreign companies. Lipe transmissions are used 
ta teucks, tractors and buses only. and soclude the largest standard easy 
sb ear transmission made 
Brown-Lipe-Chapin Drsisson of General Motor. which under the name of 
Brown-Lipe Gear Co. began making bicycle gears 1 1895 and now sup- 
plies differential gears for Cadillac. Pierce ; 
Auburn. Poanac, Oldsmobile. Buick, Joha Deere and Cleveland tractors, 
G. M. trucks, and Autocar 
New Process Gear Ce. Inc. (formerly Meachem Gear Co., producers of 
rawhide gears), organized in 1898, makers of transmission and differeatial 
gears. numbers among its customers Chrysler, Dodge, Plymouth. Willys 








For 63 years the First Trust 
has lent its experience. re 
sources and broad service 
10" rd sound business devel. 


opment in Syracuse and Cen- 
tral New York. It has served 
the gear industry since its be- 
ginging vo Syracuse 





Overland, Nash, Durant, DeVaux-Hall, Auburo. Checker Cab and (abroad) 
Mathis and Talbot 

Durston Gear Co.. (formerly the LeFever Arms Co.). established 1916, 
producers of transmission gears, shifter levers, etc. for Ford Motor Co.. 
and 4-wheel drives for Ford trucks. 

Diefendorf Gear Corp... (est. 1920), specialists in industrial gears, of 
every size and description. made of any metallic or oo0-metallic material. 
‘This company supplies gears to many cationally known manufacturers. 
The extent of its business is indicated by the fact that it carries 16000 
different patterns itf sock 


The gear industry normally employs over 3000 Syracusans. For 30 years it has 
constituted one of the great BUILDERS OF SYRACUSE. {t is one of a score of 
maior industries centered ia and about Syracuse which give uousual ecooomic 
stability to the city through the diversity of their activites. 


FIRST TRUST 
and DEPOSIT COMPANY 


Building With Syracuse For Over Sixty Years 


CONVENIENT OFFICE 





YOUR NEIGHBORHOOD 


In this one of the “Builders of Syracuse” advertisements 

a number of companies in the same industry are discussed. 

Despite the large amount of copy a good appearance has 
been maintained and there is no effect of crowding. 


wouldn't it be desirable to ar- 
range this extra protection for 
your heirs? Making sure that 
your estate will be expertly and 
economically administered is 
highly important—and_experi- 
ence has shown that this can 
best be accomplished by leaving 
the estate in the care of a re- 
sponsible organization like our 
trust department. 

Consult our trust officer with- 
out obligation about the services 
his department is prepared to 
render. 


Of a slightly different 
type, but with the same 
characteristic of timeliness, 
is the advertisement of the 
Cleveland Trust Company 
reproduced on page 471. 
Here the recent legal changes 
affecting “unwritten wills” 


are mentioned and the reader 
is advised to consult his law- 
yer about the desired divi- 
sion of his property. 


THE savings banks, which 
now have a unique oppor- 
tunity to sit back and say “I 
told you so,” to all those 
people who took their sav- 
ings out of the savings banks 
and bought stocks and bonds 
with them, are, instead, using 
this chance to emphasize the 
value of regular saving. The 
Emigrant Industrial Savings 
Bank of New York has been 
running an excellent series of 
this type under the general 
heading “Purpose Makes It 
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Possible.” Six goals for the 
“Emigrant Purpose Fund” 
are listed at the top of each 
advertisement and-each piece 
of copy deals with one of the 
goals and tells how it may be 
reached by regular saving. 
Thus, saving for old age is 
portrayed by the picture of a 
motherly-looking woman and 
the heading “In the Winter 
of Life.” The illustrations 
are reproductions of photo- 
graphs and are full of action. 


N THE heights of Hoboken, one day -in 

1826, a curious contrivance of iron smoked 
and puffed and wheezed its way around ¢ circular 
track . . . Colonel John Stevens, director of The 
Manhattan Company, was giving America its first 
lesson in locomotive building. 

The Colonel's famous locomotive was little 
more than a horse contrived in iron. But the 
records of railzoading in America begin virtually 
with that quaint “iron horse." They continue 


Copy is equally good. The 
advertisements are being run 
13 inches by 3 columns in 


New York City newspapers. 


THE Webster and Atlas Na- 
tional Bank of Boston has a 
convenience for the custom- 
ers of its safe deposit depart- 
ment. It furnishes them with 
a ruled form on which they 
may list the contents of their 
safe deposit boxes. Spaces are 
allotted for securities, in- 


power-plants-on-wheels of today. Those records, 
from the earliest days, are written on the books of 
The Manhattan Company. So too are the records 
of many other great industries, 

For Colonel Stevens and the other early directors 
of this company, helped build more than a bank, 
They helped build the first railroads, the first steam- 
ship lines, the Erie Canal, industry — America, 
We of today may look back on their work— 

not to dwell upon it over-long—but to dix 


through a hundred years. They culminate (KB) cover init signs of inherent stability for 


in our great, articulated, automatic-stokered |] 


Y 3) the present and of promise for the future, 


BANK OF MANHATTAN TRUST COMPANY 
Capital, Surplus and Undivided Profits ever-$66,000,000 


Recent advertisements of this New York City trust com- 
pany have presented comparisons of past and present 
industries and have related the part played by the bank 
and its founders in the building up of the country’s 


business. 


The unusual layout is especially worthy of 


attention. 


surance policies, mortgages, 
deeds, leases, jewelry, heir- 
looms, etc. On the outside 
of the folder are the words 


“Inventory of Contents Safe 
Deposit Box No. 


at the Webster and Atlas 
National Bank of Boston.” 


Filling out of this form 
should be a convenience to 
any safe deposit box holder 
—he would then know where 
his papers are without a visit 
to his box to find out-—and 
it should also be valuable 
after the death of the holder 
in establishing the where- 
abouts of his safe deposit box. 


“To the man whose business 
absorbs all his time” the 
Minnesota Loan and Trust 
Company of Minneapolis ad- 
dressed a recent folder deal- 
ing with the advantages of 
the living trust. 

“Most men today,” read 
the copy, “need all of their 
time for their business opera- 
tions. Because of this, they 
are not able to give their in- 
vestment programs the day- 
to-day attention which is 
necessary.” 

It then went on to explain 
how, under the living trust 
plan, a busy person could be 
relieved of his investment 
problems. An interesting part 
of the folder, and an idea 
which might well be incor: 
porated in advertising of 
other institutions, was a 
statement headed “Policy of 
this institution in handling 
estates and trusts.” This 
statement read: 





THE BANKERS MAGAZINE 


1. This institution does not 
purchase investments for trust 
estates from itself or any of its 
afiliated institutions, or from 
any source that would yield a 
profit directly or indirectly to 
this bank. 

2. The investment of trust 
funds is handled wholly within 
our trust department with the 
advice and approval of our trust 
committee, consisting of mem- 
bers of our board of directors. 

3. The securities in which 
trust funds may be invested are 
determined by law unless other- 
wise provided in the trust agree- 
ment. 

4. Securities purchased for 
trust estates are watched con- 
unually and reviewed with the 
idea of keeping the assets of es- 
tates held in trust, invested in 
securities that are suitable for 
each individual trust. 

5. Our relationship with a 
customer is personal, intimate 
and confidential. 


A RECENT trust advertise- 
ment of the Fidelity Union 
Trust Company, Newark, 
New Jersey, run in local 
newspapers, 6 columns x 208 
lines, and bearing the head- 
line, “When you are with- 
drawn from the picture,” 
reads as follows: 


Your estate has one supreme 
obligation to meet—family pro- 
tection. The financial needs of 
your wife, of your children, of 
dependent relatives—all of these 
will go on long beyond your 
own lifetime. 

Two serious problems threaten 
the permanence of your plans: 

First, whether you have made 
a will, and if you own life in- 
surance, a life insurance trust 
which is up-to-date and which 
expresses your wishes and plans. 
These documents should be 
drawn by your lawyer and re- 
viewed annually. 

Second, whether you have 
named in these documents an 
executor-trustee fitted by experi- 
ence and standing to carry out 
your plan and carry it through 
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At Columbus They Have Revised 
YOUR UNWRITTEN WILL 


aws governing the inheriting of 
| a property have been re-written 
in the Ohio legislature. People who 
die without leaving a written will, 
continue to have their property di- 
vided by the state law (which becomes 
their unwritten will) but 
divided differently than 
heretofore. 

Probably you would 
not want your property 
disposed of in just that 


way. However it has been improved, 
the law will still result in hardship 
and injustice in some cases, because 
no fixed rule can be fair to every 
individual family. 

See your lawyer and have him pre- 
pare your written will ap- 
pointing this bank the safe 
executor and trustee to 
carry out its terms as you 
dictate them. We shall be 
glad to confer with him. 


AEDS YOU EVERY SEER ON THE WAY FO FEN UNGEAL ENDED E NDE NEE 


A splendid example of timeliness in bank advertising. 
This advertisement is a decided departure from the 
usual trust advertising, but is none-the-less effective. 


all the many years that stretch 
ahead of your family. 

Family protection is more vital 
today than ever before. Met 
promptly, these two problems 
can be easily solved, and the 
more common causes of income 
shrinkage eliminated. Let us 
have a trust representative call 
at your home or office and give 
you our suggestions. The satis- 
faction will more than repay the 
short time required, and even 
when you are withdrawn, your 
protection will continue. 


TuHeE Baltimore Trust Com- 
pany is distributing a pro- 
fusely illustrated eighteen- 
page folder, size 7 x 10, 
printed on both sides in two 
colors and bearing the cover 


title, “The Best Known Busi- 
ness Address in Baltimore.” 
The text of the folder has to . 
do with the advantages of 
occupying office space in the 
bank's 34-story _ building, 
Baltimore’s tallest. The illus- 
trations present numerous in- 
terior views of the building, 
accompanied by explanatory 
captions. A specimen floor 
plan is also reproduced. The 
text of the folder reads, in 
part, as follows: 


The Baltimore Trust Building 
today is the best and most fav- 
orably known business address 
in Baltimore. 

Architecturally it commands 
attention. Its lofty tower, 
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John Doe Takes On 


For the first time Joho Doe, the average man, 
1s taking on the task of re-employment 


He and his friends are personified in the 10.800 
posts of the American Legion, the 30,000 locals 
of the American Federstion of Labor and the 
nation-wide membership of the Association of 
National Advertisers. These have suc: 
ceeded in getting jobs for 256,914 persons 


since February 15th. The goal is 1,000,000. 


Obviously, the success of this campaign will de- 
pend on the attitude which you, and others like 
you, take. If you have a job to offer, or know 
of one open, or have an idea for one, pass it 
along to the Campaign Headquarters, Bilemore 
Hotel, New York City. Doo't wait to be asked: 
you are asked 


BOWERY 


SAVINGS BANK 


110 Bast 420d Screet 


130 Bowery 


‘Fifth Aveaue at 54th Screet 


Here stands that unknown citizen, John Doe, lionized by 
this New York savings bank in two recent newspaper 


advertisements. 


The advertisements were designed to 


impress upon the mind of the average person that he could 
do a major part in bringing about an end to depression. 


crowning the city’s skyline, is 
visible for miles. Fronting on a 
broad thoroughfare and afford- 
ing magnificent views of a busy 
harbor, dotted with craft bear- 
ing their cargoes to the seven 
seas, it is splendidly situated. 

Outstanding business and pro- 
fessional men, and corporations 
of nationwide repute have 
selected it for their offices be- 
cause everything about the build- 
ing connotes success and leader- 
ship. 

One other element—quiet, 
efficient, thoughtful service—has 
contributed immeasurably to: the 
highly favorable opinion which 
the business public holds of the 
Baltimore Trust Building. 

Is it surprising then, that Ifttle 


more than a year after comple- 
tion, desirable space in units 
which may meet your require: 
ments is at a premium? Every 
floor in the main structure is 
tenanted with the exception of 
the seventh, which is available 
for use by a corporation that 
will require the full space—over 
13.000 square feet. On only 
one other level is it possible to 
obtain as much as half a floor. 
Seventeen of the 34 floors are 
entirely occupied. 

On the remaining fifteen 
floors are units which can be 
adapted to serve admirably firms 
or individuals—needing single 
offices, small groupings or larger 
suites—who recognize the best 
available address as a business 
asset. 


“THE Next Step,” is the title 
of a sixteen-page booklet on 
the living trust, published by 
the Harvard Trust Company 
of Cambridge, Mass. The 
booklet is printed on colored 
stock and is 43% x 6% in 
size. The introductory text 
reads: 


You have in mind a plan for 
every member of your family 
and now, under your direction 
and by your efforts, changing 
conditions and increasing needs 
are being given proper consid 
eration. So you make revisions 
to meet these changing condi 
tions. But, with your other 
activities, perhaps you find it is 
more and more difficult to de 
vote the necessary time to make 
these adjustments and also to 
watch your investments. 

There is a way to make it 
easier for you to continue to 
watch your plan work—a way 
which gives you full control but 
relieves you of much worry and 
increases the amount of time you 
can give to your own business. 
This plan is called a living trust. 

You can reserve the right to 
revoke or amend a living trust, 
and at any time can satisfy your- 
self that your trust is working 
as you planned. 

In one of the examples of liv 
ing trusts (a number of these 
examples are presented in the 
text of the booklet—ed.) you 
may find a case similar to your 
own. It will not be surprising, 
however, if your problem is en’ 
tirely different from any which 
you find in this book. It is 
seldom that two families, or even 
two individuals have the same 
problem. So many circumstances 
make a vast difference; the age 
of children, if any, and the 
characteristics of those children, 
for some may be better qualified 
to manage their own financial 
affairs. In the newspapers, you 
will read of young people who 
have run through fortunes in six 
months. 
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Do not try to build a com- 
plete plan unless your problem 
is one which you feel sure you 
can solve entirely yourself. If 
there are some points, or even 
one point, which requires advice, 
make an outline of your plan 
and bring it in to one of our 
trust officers. He will be glad 
to give you the benefit of our 
experience. On pages 9, 10 and 
11, you will find the answer to 
the question of so many, “Is the 
trust department human?” And 
you will also find how a trust 
department works, being given 
in some detail the conception 
and carrying out of a trust. 

No matter how rough your 
plan may be, bring it in while 
it is still in the formative’ stage, 
and let us talk it over with you. 


THE American Bank & Trust 
Co., of Richmond, Va., has 
reproduced in the form of a 
folder the group of advertise- 


ments which made up its 
widely commented upon “‘se- 


renabit” series. The ad- 
vertisements have as their 
theme the currency issued 
during the period of the 
American Revolution, cur- 
rency which contained de- 
vices Or pictures supported 
by Latin mottoes, the object 
of which was to encourage 
the Americans during the 
dark days through which 
they were passing. 

By reproducing in its ad- 
vertisements this currency, 
the American Bank has 


test for the senior students in 
law at the three law schools 
in the State of Virginia. 
Prizes have been offered for 
the three best wills drafted 
by the students covering a 
hypothetical situation sub- 
mitted to them for analysis. 
The schools included are 
the University of Virginia, 
Washington & Lee Univer- 
sity and the University of 
Richmond. 

The wills from each school 
will be judged by the alumni 
of the respective schools who 
are practicing attorneys in 
Richmond. After the three 
best wills have been selected 
from those submitted by the 
students of each school, the 
judges will choose from 
these nine wills the three 
state-wide winners. 
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The faculties of the law 
schools have received the 
plan enthusiastically since 
they feel that the contest will 
give the students an oppor- 
tunity to put into practice 
the theory that they have 
learned in the class rooms. 


THAT well-known character, 
John Doe, is the hero of two 
recent advertisements of the 
Bowery Savings Bank of 
New York, both of which 
have received wide attention. 
The first, addressed “To John 
Doe, Leader” showed him 
standing upon a marble col- 
umn. Copy for this adver- 
tisement read as follows: 


There is a cry for leadership, 
leadership. 

Yet one leader, we feel, who 
has been an outstanding element 


1931 


American business activity since 1865 


Depresmons have set our couriry 
beck from time 10 time, but the 
sbove chart shows thet Amencas 


(Courtesy Cleveland Trust Co) 


Boon in the turbulent days of 165, this bank 


has seen America pass through troubled times and 
periods of pleasant prosperity—and Adlanta from 
ashes to great economic strength. And from these 
years has sprung an abiding faith—a genuine con- 
fidence in our business structure and in its future. 
With time-tried strength The First National Bank 
of Atlanta accepts the challenge for continued and 


increased usefulness to our Southland. 


Crk. FIRST 


NATIONAL BANK of Atlanta 


MEMBERS OF THE FIRST NATIONAL BANK OF ATLANTA GROUP 
‘The First National Benk of Aclance 
The Trust Company of Georgia. Atlanta The Furst Nacional Bank @& Trust Co. in Macon 
‘The National Exchange Bank, Auguste The First Naoeal Bank, Rome 
‘The Fourth Nenona! Beak, Columbus The Liberty Nanonal Beak & Trust Co. Sevanneh 


sought to encourage the 
present-day Americans in 
the present time of discour- 
agement. 


“FOREMOST IN FINANCING SOUTHERN BUSINESS’ 


THE State-Planters Bank and 
Trust Company,. of Rich- 
mond, Va., is holding a con- 


Another “depression” advertisement is this of an Atlanta, 
Ga., bank which shows in chart form American business 
activity since the bank was founded in 1865. 
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funds supervised by che Trust Invesement Com 
mittee composed of officers and directors of 
Bankers Trust Company. 
Cusodianship of securities, a service of especial 
value to individuals who wish to be relieved of 
the details incidenc to the care of securities. 
Safe depos boxes with private coupon rooms. 


travelers’ lemers of 


Foreign service, including ; 
credit, A. B. A. Cheques, and sll ‘commercial 
haloes 


offering service and Ie 
inyesrory, 


4 tore @- 


Capt $55 700 200 Seep Peed 50,008 208 


THE FIVE OFFICES OF BANKERS TRUST COMPANY 
‘ABB LOCATED AS FOLLOWS 
‘The Well Sores offer ts at 0 Whit Some 
‘The Fifth Aveue offer ts at 4nd Stret 
The Pity Semwmat Soret afer os at Madnsom Arena 
The Parts offen o at 3 Phase Vendome 
The London fier 0 at 25 Old Broad Soret 


With the use of a few rules and some white space, this 

simple but attention-getting layout has been achieved. 

It is particularly well adapted to the announcement type 
of advertisement. 


of strength, has not had recog- 
nition. 

He is John Doe, the average 
man—not known to the world 
at large, craving no special dis- 
tinction; seeking only economic 
security for his family and for 
himself. 

Without waiting for leader- 
ship, he has found his way. With 
millions like him, he has kept his 
head, lived within his income, 


and plodded forward with cour- 
age and intelligence, putting 
away a moderate surplus as he 
has found opportunity; readjust- 
ing himself as new conditions 
faced him. 

What is more, John Doe will 


continue to lead! 


The second advertisement 
is reproduced in these col- 
umns. 


PLANS BEING MADE FOR THE F. A. A. 
1932 CONVENTION 


LANS are under way 
Pe the 1932 convention 
of the Financial Adver- 
tisers Association, which is 
to be held September 12-15 
in Chicago, where the asso- 


ciation was founded in 1915. 

I. I. Sperling, assistant 
vice-president of the Cleve- 
land Trust Company and 
vice-president of the F. A. 
A., has been appointed pro- 


ee 


gram chairman and, accord. 
ing to present plans, the pro- 
gram will be built around 
the theme, “Looking Ahead 
with Finance.” Discussion; 
will thus deal with the part 
that financial advertising and 
selling will play in the com 
ing period of business re. 
covery. 

It is planned that the chair. 
men who have conducted 
the research work of the as 
sociation throughout the year, 
and who are therefore most 
familiar with the member. 
ship’s problems, will pre: 
side 4t departmental sessions 
which will allow greater gen- 
eral discussion among ‘mem: 
bers than -heretofore. This 
will allow for the study, by 
groups, of the current and 
forthcoming problems of sav- 
ings, commercial, trust, in- 
vestment, safe deposit and 
business promotion men. A 
new department will be 
added for associate members 
engaged in selling space and 
supplies to financial organiza- 
tions. 

There will be the usual 
exhibit of representative fr 
nancial advertising from all 
parts of the country. The 
annual golf tournament will 
be among the entertainment 
features and a new event 
will be a founders’ day 
dinner. 

Speakers at the general 
sessions will include nation: 
ally known authorities on 
business, finance and adver: 
tising. 
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Coming Bankers’ Conventions 


ALABAMA BANKERS ASSOCIATION, Mobile, 
May 19-20. Secretary, M. A. Vincentelli, 
Montgomery. 


AMERICAN BANKERS ASSOCIATION, Los 
Angeles, October 3-6, 1932. Executive man- 
ager, Fred N. Shepherd, 22 East 40th street, 
New York City. 


AMERICAN BANKERS ASSOCIATION ExECU- 
tive CounciLt, White Sulphur Springs, 
W. Va., April 25-27. Headquarters, Green- 
brier Hotel. Executive manager, Fred N. 
Shepherd, 22 East 40th street, New York 
City. 


AMERICAN INSTITUTE OF BANKING, Los 
Angeles, June 6-10, 1932. Secretary, Rich- 
ard W. Hill, 22 East 40th street, New York 
City. 


CALIFORNIA BANKERS ASSOCIATION, San 
Francisco, May 26-28. Headquarters, Palace 
Hotel. Secretary, Andrew Miller, 632 Mills 
Building, San Francisco. 


CoLorapo BANKERS ASSOCIATION, Ever- 
green, June 17-18. Headquarters, Troutdale- 
in-the-Pines. Secretary, L. F. Scarboro, Moun- 
tain States Banker, Denver. 


ConNECTICUT BANKERS ASSOCIATION, New 
London, June 17-18. Headquarters, Hotel 
Griswold. Secretary, Charles E. Hoyt, South 
Norwalk Trust Company, South Norwalk. 


District OF COLUMBIA BANKERS ASSOCIA- 
TION, Hot Springs, Va., June 9-11. Secretary, 
Frederick P. H. Siddons, Washington. 


FINANCIAL ADVERTISERS ASSOCIATION, Chi- 
cago, September 12-15. Executive secretary, 
Preston E. Reed, 231 South LaSalle Street, 
Chicago. 


FLoripA BANKERS ASSOCIATION, Jackson- 
ville, June 3-4. Headquarters, Hotel May- 
flower. Secretary, W. O. Boozer, Atlantic 
National Bank, Jacksonville. 


GerorGiA BANKERS ASSOCIATION, Augusta, 
April 12-13. Headquarters, Bon Air Van- 
derbilt. Secretary, Haynes McFadden, 900 
Walton Building, Atlanta. 


IpAHO BANKERS ASSOCIATION, June 13-14 
Secretary, J. S. St. Clair, Boise City National 
Bank, Boise City. 


ILtiNoIs BANKERS ASSOCIATION, Spring: 
field, May 23-25, 1932. Headquarters, 
Abraham Lincoln Hotel. Executive vice-presi- 
dent, M. A. Graettinger, 33 North La Salle 
street, Chicago. 
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INDIANA BANKERS ASSOCIATION, Indian- 
apolis, May 19-20, 1932. Headquarters, 
Hotel Claypool. Secretary, Forba McDaniel, 


1308 Circle Tower, Indianapolis. 


INVESTMENT BANKERS ASSOCIATION, White 
Sulphur Springs, W. Va., October 22-26. 
Headquarters, Greenbrier Hotel. Executive 
vice-president, Alden H. Little, 33 South 
Clark Street, Chicago. 


Iowa BANKERS ASSOCIATION, Des Moines, 
June 20-22. Secretary, Frank Warner, 430 
Liberty Building, Des Moines. 


Kansas BANKERS 
City, May 19-20. 
man, Topeka. 


ASSOCIATION, Kansas 
Secretary, W. W. Bow- 


LouIsIANA BANKERS ASSOCIATION, Baton 
Rouge, April 18-19. Secretary, G. R. Brous- 
sard, Abbeville. 


MaryYLAND BANKERS ASSOCIATION, Atlan- 
tic City, N. J., May 18-19. Headquarters, 
Ambassador Hotel. Secretary, James W. Mc: 
Elroy, First National Bank, Baltimore. 


MICHIGAN BANKERS ASSOCIATION, Macki- 
nac Island, July 11-13. Secretary, Kenneth 
M. Burns, 1713 Ford Building, Detroit. 


Mip-WeEst REGIONAL SAvincs CONFER’ 
ENCE, St. Louis, April 21-22. 


MINNESOTA BANKERS ASSOCIATION, St. 
Paul, June 7-9. Secretary, George Susens, 
718 National Building, Minneapolis. 


Missour! BANKERS AssociATION, Excelsior 
Springs, May 17-18, 1932. Headquarters, 
Elms Hotel. Secretary, W. F. Keyser, Sedalia. 


MonTANA BANKERS ASSOCIATION, Glacier 
National Park, July 22-23. Secretary-trea- 
surer, R. E. Towle, Federal Reserve Bank, 
Helena. 


Morris PLAN’ BANKERS’ ASSOCIATION, 
Washington, D. C., October 6-8. 


NATIONAL FoREIGN TRADE CONVENTION, 
Honolulu, May 4-6. Headquarters, Royal 
Hawaiian Hotel. Secretary, O. K. Davis, 
1 Hanover Square, New York City. 


NaTIONAL SaFe Deposit ASSOCIATION, 
Los Angeles, 1932. Secretary-treasurer, 
Ralph D. Slaymaker, Fidelity Safe Deposit 
Company, Kansas City, Mo. 


NATIONAL ASSOCIATION OF Mutua Sav: 
INcs Banxs, New York City, May 18-20. 
Headquarters, Waldorf Astoria Hotel. Ex: 
ecutive secretary, John W. Sandstedt, 347 
Madison avenue, New York City. 





Established 1837 


ADRIAN H. MULLER & SON 


81 WILLIAM STREET, NEW YORK 


STOCKS AND BONDS AT AUCTION 


Regular Auction Sales of all Classes of Securities Every Wednesday 


The Business of Banks, Bankers, Investors and Dealers in Securities Receives 
Prompt and Careful Attention 


New JEeRsEY BANKERS ASSOCIATION, At- 
lantic City, May 12-14. Headquarters, Hotel 
Chelsea. Secretary, Armitt H. Coate, Bur- 
lington County Trust Company, Moorestown, 
N. J. 


New JERSEY SAvINGS BANKS ASSOCIATION, 
North Caldwell, May 4. Headquarters. 
Greenbrook Country Club. 


New Mexico BANKERS ASSOCIATION, Taos, 
May 13-14. Executive secretary, Mrs. Mar- 
garet Barnes, 318 North Sixth Street, Albu- 
querque. 


New York STATE BANKERS ASSOCIATION, 
Rye, June 13-15. Headquarters, Westchester 
Country Club. Executive manager, W. 
Gordon Brown, 33 Liberty Street, New York 
City. 


NortH CarOLINA BANKERS ASSOCIATION, 
Pinehurst. Headquarters, Carolina Hotel. 
Secretary, Paul P. Brown, Raleigh. 


NortH DaxoTa BANKERS ASSOCIATION, 
Grand Forks, June 15-16. Secretary, W. C. 
Macfadden, 524 Broadway, Fargo. 


OKLAHOMA BANKERS ASSOCIATION, Tulsa, 
May 24-25. Secretary, Eugene P. Gum, 907 
Colcord Building, Oklahoma City. 


OreEGoN BANKERS ASSOCIATION, Eugene, 
June 6-7. Secretary, T. P. Cramer, Jr., 629 
Lumbermen’s Building, Portland. 


Paciric Coast Trust CONFERENCE, Los 
Angeles, September 29-October 1. Under the 
auspices of the Trust Division, American 
Bankers Association. 


PENNSYLVANIA BANKERS 
Pittsburgh, May 18-19. Headquarters, Wil- 
liam Penn Hotel. Secretary, Charles F. Zim- 
merman, First National Bank, Huntingdon. 


ASSOCIATION, 


ReservE City BANKERS ASSOCIATION, 
Denver, 1932. Secretary, J. J. Schroeder, 
162 West Monroe street, Chicago. 


Savincs BANKS ASSOCIATION OF MAINE, 
Lakewood. September 7-8. 


Savincs BANK ASSOCIATION OF MaAssa- 
CHUSETTS, Swampscott, Mass., September 
15-17. Headquarters, New Ocean House. 


SoutH Daxota BANKERS ASSOCIATION, 
Watertown. June 1-3, 1932. Secretary, 
George A. Starring, Huron. 


SOUTHERN TrI-STATE BANKERS (Arkan- 
sas, Mississippi, Tennessee), Memphis, May 
24-26. Headquarters, Hotel Peabody. 


SOUTHERN Trust CONFERENCE, Nashville, 
Tenn., April 29-30. Headquarters, Noel 
Hotel. Under the auspices of the Trust 
Division, American Bankers Association. 


Texas BANKERS ASSOCIATION, Austin, 
May 10-12, 1932. Secretary, W. A. Philpott, 
Jr., Dallas. 


VirRGINIA BANKERS ASSOCIATION, Old 
Point Comfort, June 23-25. Headquarters, 
Hotel Chamberlain - Vanderbilt. Secretary, 


C. W. Beerbower, First National Exchange 
Bank, Roanoke. 


WASHINGTON BANKERS ASSOCIATION, Pull- 
man, June 9-11. Secretary, J. W. Brislawn. 
810 Alaska Building, Seattle. 


West VirGINIA BANKERS ASSOCIATION, 
Fairmont, May 26-27. Secretary, Homer 
Gebhardt, First Huntington National Bank, 
Huntington. 


WISCONSIN BANKERS ASSOCIATION, Mil- 
waukee. June 23-24. Headquarters, Hotel 
Schroeder. Secretary, Wall G. Coapman, 717 
Caswell Block, Milwaukee. 


ELECTED ASSISTANT VICE- 
PRESIDENT 


Lucien B. THomas has been elected an assis- 


tant vice-president of Bankers Trust Com- 
pany, New York. 


ASSOCIATIONS UNITE 


THE Unlisted Security Dealers Association 
and the Association of Bank Stock Dealers, 
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of New York City, have united to form the 
Bank Stock and Unlisted Dealers Association 
of New York. Officers are: President, Mark 
A. Noble, of Noble & Corwin; first vice- 
president, Frank Cannon, of Cannon, Stephan 
& Nelson; second vice-president, Clinton Gil- 
bert, of Clinton Gilbert & Co.; treasurer, H. 
D. McMillan, of L. A. Norton & Co.; secre- 
tary, Oliver J. Troster, of Hoit, Rose & Tros- 
ter. 


ELECTED DIRECTOR 


James P. Warsurc, president of Interna- 
tional Acceptance Bank, Inc., New York, has 
been elected a director of the New York Title 
and Mortgage Company. 


ANNUAL CONFERENCE 


PRESIDENTS, vice-presidents and secretaries of 
the Central States Bankers Association held 
their twenty-first annual conference in Mil- 
‘waukee March 23 and 24. 


BANK STOCK MARKET 


t 


BasED upon the March 19 figures, sixteen 
leading New York City bank stocks are sell- 
ing at 12.9 times their known current earn- 
ings as against 13.5 times earnings on March 
12 and 9.2 times earnings on December 17, 
the low for 1931. The current market value 
of the sixteen stocks on March 19 was 0.99 
times known book value against 1.04 on 
March 12 and 0.65 on December 17, 1931. 
These figures are from records compiled by 
Hoit, Rose & Troster, bank stock dealers of 
New York. 


BANCAMERICA-BLAIR ELECTS 
NEW EXECUTIVES 


Grorce N. Armssy, long prominent in cor- 
porate and international banking circles, has 
been elected chairman of the board and 
president of Bancamerica-Blair Corporation, 
according to recent announcement. John M. 
Grant has been elected vice-chairman. 


478 


EXAMINATIONS - SYSTEMS - TAXES 
FOR 


Banks and Trust Companies 


McARDLE & McARDLE 


ACCOUNTANTS AND AUDITORS 
Forty-Two Broadway, 


New York City 








Other officers elected or re-elected are: 
Vice-presidents, J. Cheever Cowdin, Robert 
C. Adams, Hearn W. Streat, George J. Gil- 
lies and John R. Montgomery; assistant vice- 
presidents, E. G. Burland, E. G. Carley and 
Myron Summerfield; secretary, J. J. de Boisau- 
bin; treasurer, Arthur L. Stemler; assistant 
secretaries, E. G. Carley, Henry Harris, Ar- 
thur Hammill and Arthur L. Stemler; assis- 
tant treasurers, John Mooney and J. J. de 
Boisaubin. 

The following have resigned: Hunter S. 
Marston, resigned as president, and George 
N. Lindsay, Edward F. Hayes, B. T. Feust- 
man, Charles G. Cushing, J. Grant Forbes, 
Henry Lockhart, Jr., and Jean Monnet as 
directors, and C. A. Elliott as secretary and 
treasurer. 

As a result of the above changes the board 
of directors of Bancamerica-Blair Corporation 
consists of seven members, namely: George 
N. Armsby, A. P. Giannini, John M. Grant, 
J. Cheever Cowdin, Robert C. Adams, C. 
McK. Lewis and James F. Cavagnaro. 

Bancamerica-Blair Corporation, with its 
predecessor, Blair & Co., one of the oldest 
banking institutions, founded in 1890, has 
long held a dominating position in the domes- 
tic and international banking field. The aggre- 
gate of securities underwritings and syndicate 
participations has, for many years, placed the 
organization in the front rank of the most 
active institutions in the underwriting field. 


BANK STOCK CORPORATION 
CUTS DIVIDEND 


A DIVIDEND of 124 cents a share for the first 
quarter of 1932 has been voted by the execu- 
tive committee of the First Bank Stock Cor- 
poration of Minneapolis. This puts the stock 
on an annual rate of 50 cents a share, instead 
of the previous rate of $1. 

Commenting on the announcement, C. T. 
Jaffray, chairman of the board of directors, 
said: “For the first quarter of 1932 operat- 
ing earnings of the banks afhliated with the 
First Bank Stock Corporation are almost iden- 
tical with earnings for the corresponding 
period of last year. The dividend has been 
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reduced in the belief that the interests of 
every one concerned, including the stock- 
holders, will best be served by devoting a 
substantial share of the current earnings to 
further strengthening the reserve accounts of 
member banks until such time as more nor- 
mal economic conditions prevail.” 

The First Bank Stock Corporation includes 
115 financial institutions in the Ninth Fed- 
eral Reserve District. Its stockholders total 
18,277, 88 per cent. of whom are resident 
in the ninth district. 


CHASE BANK CUTS SALARIES 


SALARY cuts of the official and clerical staff 
of the Chase National Bank, amounting to 
5 and 10 per cent., took effect April 1, when 
the bank’s stock was returned to a 15 per 
cent. annual dividend basis. No salary under 
$1200 was reduced. Salaries over that 
amount and up to $5000 were cut 5 per cent. 
and those over $5000 were reduced 5 per 
cent. on the first $5000 and 10 per cent. on 
the excess over that amount. This is the 
only general salary adjustment that has been 
made by the bank since the beginning of the 
current business depression. 


ELECTED VICE-PRESIDENT 


Henry S. HotcuHkiss has been elected vice- 
president of the American Bank and Trust 
Company of Richmond, Va. 


SALES MANAGER OF DISTRIBU- 
TORS GROUP, INC. 


Eart Newsom, formerly director of advertis- 
ing and public relations, has been appointed 
sales manager of Distributors Group, Inc., 
sponsor of North American Trust Shares, a 
fixed investment trust. Prior to joining Dis- 
tributors Group, Inc., he was vice-president 
of the John Day Publishing Company. 

Fred L. Palmer has been appointed director 
of advertising and public relations to. succeed 
Mr. Newsom. Prior to his connection with 
the company, Mr. Palmer was with the pro- 
motion department of the New York Times. 


BANKERS TRUST PAYS REGULAR 
DIVIDEND 


THE regular quarterly dividend of 74 per 
cent. is being paid April 1 by the Bankers 
Trust Company of New York. 


MUNICIPAL DEALERS GROUP 
FORMED 


AN organization to be known as the St. Louis 
Municipal Dealers Group was formed re- 
cently in St. Louis, with membership includ- 
ing investment houses in that city which are 
interested in the origination of municipal 
bond issues and the trust departments of 
affliated institutions. Officers of the organ- 
ization are: President, I. A. Long, of the 
MercantileCommerce Company; _vice-presi- 
dent, H. Fred Hageman, Boatmen’s National 
Company; secretary, J. A. Nordman, St. Louis 
Union Trust Company; treasurer, Kelton E. 
White, of G. H. Walker & Company. 


HARRIMAN NATIONAL BUYS 
INTO LIBERTY 


THE Harriman Securities Corporation, affiliate 
of the Harriman National Bank of New York, 
will acquire a block of stock in the Liberty 
National Bank of New York, by the ex- 
change of one share of stock of Harriman 
National Bank for 180 shares of Liberty 
National stock. According to statement by 
the Harriman Securities Corporation, it re- 
gards the acquisition of this stock interest in 
the Liberty as an advantageous investment. 
No merger or consolidation of the Liberty 
Bank with the Harriman National Bank 
enters into the present situation. 


CHASE DIVIDEND 


Tue Chase National Bank of New York is 
paying on April 1 a dividend of 75 cents 
a share in place of the $1 dividend previously 
paid. Until July 1, 1931, 25 cents of this 
$1 quarterly dividend had been paid by the 
securities corporation and that additional 
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dividend has now been omitted, “pending 
the return of conditions in the securities 
market which will justify a resumption of 
dividends by the securities affiliate.’ The 
bank's current earnings are reported to be 
ample to meet the dividend declared. 


HEADS TITLE GUARANTY 
COMPANY 


MatTtHew S. McNamara has been elected 
president of the National Title Guaranty 
Company of New York and president of the 
Guaranteed Mortgage Company of New York. 


WISCONSIN BANKSHARES 
DIVIDEND 


A QUARTERLY dividend of four cents a share 
is being paid March 31 to stockholders of 
the Wisconsin Bankshares Corporation. Ac- 
cording to Walter Kasten, president, earn’ 
ings compare favorably with those for the 
same period last year. “While the profit 
from operations is in excess of the same 
period last year,” said Mr. Kasten, “the 
decision to reduce the quarterly dividend from 
five to four cents a share is in accordance 
with the conservative policy which has been 


followed by the directors of the Wisconsin 
Bankshares Corporation since its organiza- 
tion.” 


ISSUES LIST OF LARGEST BANKS 


CALIFORNIA BANK, Los Angeles, has issued 
its annual booklet listing the 150 largest 
American, British, Colonial and Dominion 
banks. Deposit liabilities are used as the 
measurement. In the list, the Midland Bank, 
Ltd., Barclays Bank, Ltd., and Lloyds Bank, 
Ltd., are ranked first, second and third, re- 
spectively, with the Chase National Bank and 
the National City Bank of New York, fourth 
and fifth, respectively. 


COMPTROLLER OF GUARDIAN 
GROUP 


R. C. HuetsMan, formerly comptroller of 
the Midland Bank of Cleveland, has become 
comptroller of the Guardian Detroit Union 
Group, Inc. Mr. Huelsman is an authority 
on simplified cost systems for banks, a sub- 
ject upon which he addressed the American 
Institute of Banking convention at Cleveland 
last year. 

Prior to joining the Midland Bank of 
Cleveland, Mr. Huelsman was manager of the 
planning department of the State Bank of 
Chicago and served from 1917 to 1921 with 
the Federal Reserve Bank of Chicago. ‘While 
with the Federal Reserve Bank he organized 
and managed the planning department. He 
entered banking at the age of sixteen as 
messenger for the Chicago branch of the 
Bank of Nova Scotia. 


SOUND ECONOMICS NEEDED IN 
REAL ESTATE 


WE cannot expect to recover from the present 
real estate inactivity until we begin to think 
in terms of sound economics, according to 
William H. Guardenier, vice-president in 
charge of the Jamaica office of the New York 
Title and Mortgage Company, who spoke at 
a monthly dinner of the North Shore Queens 
Chapter of the Long Island Real Estate Board. 

Owners of real estate and people in general 
must realize that fundamental laws have not 
been suspended. That “every action has a 
reaction equal in extent and opposite in direc: 
tion” is an axiom of physics that is equally 
true in economics. You cannot expect re’ 
covery until a condition of mind again exists 
in which people reach a determination that 
buying must fit income. 

Men of experience in real estate and busi’ 
ness in general looked on with some admira- 
tion but more anxiety when their friends and 
neighbors bought expensive homes with very 
small down payments, evidently putting their 
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faith blindly in the theory of the “new era” 
to produce the remainder of the purchase 
price. People bought what they desired with 
little thought of how the bills were to be 
paid. 

We are just beginning to wake from this 
pleasant dream and the awakening is gradually 
bringing us back to reality. 

“In real estate, as in any other business, 
the man with experience and judgment is 
finding a way; while the man who lacks these 
essentials flounders hopelessly. I know of 
two rows of houses similarly situated. One 
is a success, the other a failure. The differ- 
ence is that one man understands how an 
apartment should be run, and consequently 
has few vacancies. The other man does not 
understand; 1s constantly losing tenants, and 
may eventually lose his property. He is not 
yet really awake. We should be willing to 
give a dollar for its equivalent in work, or 
goods, but let us insist upon our dollar's 
worth.” 





© sove 


WILL F. MorrisH 


Recently elected president of Bank of 
America, N. T. & S. A., San Francisco. 


EUROPEAN TRIPS SOLD ON 
INSTALMENT PLAN 


A NEW use for instalment buying has been 
inaugurated by the Cunard Line, which is 
advertising European trips to be paid for on 
the instalment plan. Arrangements have been 
made by the line with the Morris Plan to 
enable it to adopt this method of financing. 


Twenty-five per cent. of the cost of the 
voyage will be paid before the trip and the 
remainder may be paid in monthly instal- 
ments which begin sixty days after the trip 
begins, thus giving the average tourist time to 
complete his trip before starting the payments 





© cove 


L. M. GIANNINI 
Who has been elected senior executive 


vice-president of the Bank of America, 
N. T. & S. A., San Francisco. 


GENERAL MOTORS STOCK- 
HOLDERS 


THE total number of General Motors common 
and preferred stockholders for the first quarter 
was 345,194 compared with 313,117 for the 
fourth quarter of 1931 and with 286,378 for 
the first quarter of 1931. 


SAVINGS CONFERENCE IN 
ST. LOUIS 


Due to the many perplexing problems which 
savings banks have faced during the last year, 
an unusually large number of bankers are 
expected to attend the Western Regional 
Savings Conference in St. Louis April 21 
and 22. It is planned to give these bankers a 
series of addresses and pointers which will 
equip them to meet many of the new banking 
problems which have developed within the 
last two years. H. H. Reinhard, vice-presi- 
dent of the Mercantile‘Commerce Bank and 
Trust Company of St. Louis, is chairman of 
the executive committee for the conference. 





482 


PLAINFIELD BANKS CON- 
SOLIDATE 


THE Plainfield National Bank and the Guar- 
anty Trust Company of Plainfield, N. J., have 
consolidated under the name of the former 
and the new bank has opened for business 
in its newly remodeled building at 119 Front 
street. Frank H. Smith is president of the 
enlarged institution. Deposits of the new in- 
stitution are $1,609,505 and resources $2, 
092,509. 

The Plainfield Title and Mortgage Guar- 
anty Company, which is controlled by the 
commercial banks of Plainfield, has moved into 
new quarters in the remodeled building of the 
Plainfield National Bank. 


BANK STOCKS AT 1907 AND 1921 
PRICES 


SuareEs of leading New York City banks are 
now selling in ratio to book values at ap- 
proximately the same level as at the extreme 
lows of 1907 and 1921, according to Horn- 
blower & Weeks, which has prepared an 
analysis showing the market-to-book-value 
ratio and the yield of ten leading bank stocks 
at the lows of 1907, 1921, as compared with 
current levels. The average of the market-to- 
book-value ratios in 1907 was 1.12 times; at 
the low of the 1921 bear market it was 1.13 
times; on March 16, 1932, the ratio was 1.10 
times. The average yield on these ten stocks 
at the lows of 1907 was 4.9 per cent.; at the 
lows of 1921, 6.5 per cent.; current average 
yield is 6.1 per cent. 

Bank stock prices appear to have over-dis- 
counted business conditions in so far as they 
affect banking operations, and the market, 
judging from the stability of the price level 
since the end of the year, appears to be well 
liquidated, according to Hornblower & Weeks. 
The analysis points out that the American 
Banker index shows the bank stock average 
at 42.4 on March 16, as compared with 42.4 
at the end of February; 38.3 at the end of 
January; and 40.3 on December 31. The low 
of 1932 was reached on February 9, when 
the index fell to 37.4. 


NORTHWEST BANCORPORA- 
TION’S ANNUAL STATE- 
MENT 


For the year ending December 31, 1931, the 
Northwest Bancorporation of Minneapolis 
made gross earnings of $24,191,509 compared 
with $26,306,864. Reduction in expenses left 
operating earnings $6,014,168 compared with 
$6,774,007 for the previous year. 

The report says, “It has been the ¢on- 
tinued policy of the corporation to maintain 
the highest standards of banking operation 
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and to face facts as they appear, charging off 
determined losses and setting up adequate 
reserves to meet possible contingencies. 

“In line with this policy the assets other 
than stocks of affiliated institutions have been 
written down to market, wherever prices were 
available, and, in other cases, to estimated 
realizable values of December 31, 1931. This 
resulted in setting up reserves of $3,152,905, 
which amount has been deducted from the 
corporation’s surplus. In addition, the cor- 
poration’s investment in stocks of affiliated 
institutions, which has been carried at cost, 
has been adjusted by the net reduction in the 
book value of the net tangible assets of the 
respective companies between the dates of 
acquisition and December 31, 1931. 

“The directors have charged off $6,100, 
759.90 in the year on loans and investments, 
substantially in excess of the amount set up 
by the national and state authorities who 
examined the banks. 

“After making these charge-offs and setting 
up reserves, eliminating non-ledger assets and 
all good-will value, the Bancorporation and its 
affiliated institutions have capital, surplus and 
undivided profits of $52,465,657.29. Of this 
amount $2,611,293.58 represents the interest 
of minority stockholders. - and $49,854, 
363.71 represents the corporation's interest 
in these institutions and its investments in 
other assets. 

“It is equal to $29.81 a share—or 60 per 
cent. more than the current market price 
of Bancorporation stock.” 


ATLANTIC BANK, BOSTON, HAS 
NEW OFFICERS 


James D. BRENNAN, a vice-president of the 
First National Bank of Boston, has been 
elected president of the Atlantic National 
Bank of Boston and Harry K. Noyes, Boston 
automobile dealer, has been named chairman 
of the board. They succeed George S. Mum- 
ford and Herbert K. Hallett, who have re- 
signed as president and chairman of the 
board respectively. It is announced that both 
Mr. Hallett and Mr. Mumford will continue 
to be actively associated with the bank. 

Mr. Noyes, who is president of the Noyes 
Buick Company, is one of the leaders of the 
automobile industry in New England. He has 
been for eighteen years a director of the 
Atlantic National Bank, of which he is a 
substantial stockholder. 

Mr. Brennan, who is widely known in bank 
circles, was formerly chief national bank ex: 
aminer for the First Federal Reserve District, 
and for some years has been a vice-president 
of the First National Bank, where his especial 
responsibility has been all matters of internal 
organization. He went to the First National 
Bank in 1918. He was the vice-president in 
charge of personnel and control (accounting) 
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and as such the general executive officer of 
the bank. 

Mr. Brennan started his banking career 
with a Boston trust company where he re- 
mained until 1910. From 1910 to 1913 he 
was state bank examiner of Massachusetts and 
from 1913 to 1918, national bank examiner 
and chief national bank examiner of the First 
Federal Reserve District. 


NEW VAULT WORK BEING 
DONE 


EquIPMENT for the following three large 
vault contracts, recently let, is being manu- 
factured in the main plant of the York Safe 
and Lock Company, at York, Pa. 

Work on the new building of the First Na- 
tional Bank of New York is progressing 
rapidly and the Rivet Grip reinforcing and 
concrete will soon be in place for the security 
vaults. The design and extent of this equip- 
ment are in keeping with the prominent posi- 
tion of this well known financial institution. 


The First National Bank in St. Louis is 
carrying out extensive alterations which in- 
clude substantial additions to vault equipment. 
New vault entrances are being installed in 
conjunction with heavy steel linings. 

The Toledo Trust Company made extensive 
additions to its vault equipment in its main 
office last fall and is now installing a modern 
heavy vault equipment in a nearby branch. 
Installations of numerous sections of safe de- 
posit boxes are being made at both points. 


NEW BANK BUILDING WELL 
PROTECTED 


THE recently remodelled bank building of the 
Citizens and Southern National Bank, Atlanta, 
Ga., is equipped with modern protection ser- 
vices furnished by the American District 
Telephone Company. These include the 
Phonetalarm vault protection service for safe 
deposit and security vaults and night de- 
pository, and police call buttons placed at 
strategic points in the building. 


Seminar in Mexico 


Editor THE BANKERS MAGAZINE: 

May I call the attention of your read- 
ers to the Seventh Seminar in Mexico 
scheduled to meet in Mexico City 
July 3-23? 

The Seminar in Mexico is a “co- 
operative study of Mexican life and cul- 
ture.” Its membership is open to people 
who have an interest in international re- 
lations and who have a genuine desire to 
understand the Mexican people. The 
three weeks’ program of the Seminar in- 
cludes lectures, round-table conferences 
and field trips. 

The lectures, given by authorities in 
Mexico, present various phases of Mex- 
ican life in the fields of education, art, 
international relations, economics, music, 
folk lore, sociology and government. 
Among the leaders who will lecture be- 
fore the Seminar are Moises Saenz, Car- 
los Chavez, Ramon Beteta, Diego Rivera 
and Rafael Ramirez. 

The round tables give small groups 
the opportunity to study and discuss 
some subject in their particular field of 
interest. The leaders and their subjects 
in this year’s session include Judge Flor- 
ence E. Allen on international relations, 
Dr. Ernest Gruening on economics, 


Count Rene d’Harnoncourt on arts and 
crafts, Dr. Charles W. Hackett on the 
history of Mexico, Miss Elizabeth Wal- 
lace on Latin-American literature. Of 
special interest this year will be the 
round table on archaeology led by Dr. 
Frans Blom. Among other subjects, this 
group will study the recent discoveries 
made at Monte Alban and at the close of 
the Seminar a trip will be made to 
Oaxaca to study the pyramids them- — 
selves. 

Field trips will be made to Puebla, 
Oaxtepec, Xochimilco, Cuautla, Cuer- 
navaca and Taxco, where members of the 
Seminar will be guests at the “casa” of 
the committee. The object of these trips 
is to visualize the historical background, 
to see the schools at work and to under- 
stand the indigenous culture of Mexico. 

Mexico is an excellent place for a va- 
cation. The summer is cool and the 
country affords many tempting oppor- 
tunities. 


Inquiries and applications should be 
addressed to Hubert C. Herring. 
Committee on Cultural Relations with 

Latin-America, 112: East 19th street, 

New York City. 





1. Is large-scale banking safer than unit banking? 


Is large-scale banking more profitable than small-scale banking? 


2 

3. Which type of banking is better able to serve the community? 
4. Will large-scale banking emasculate the Federal Reserve System? 
5 


Will large-scale banking destroy unit banking and lead to mo- 
nopoly? 


Will large-scale banking help or harm the farmer? 


These questions and other problems of unit vs. large- 
scale banking are discussed in 


Banking Concentration in 
the United States 


A Critical Analysis 
By JOSEPH STAGG LAWRENCE 


Mr. Lawrence, whose book Wall Street and Washington attracted 
nation-wide attention a few years ago, brings to this study an absolutely 
unprejudiced mind and a fresh, vigorous style. He is not engaged in 
the banking business and is neither for nor against “unit” banking. 

In order to find out which type of bank is safest for the depositor; 
most profitable for the stockholder and most useful to its customers, 
he has divided all of the banks in the country into four distinct groups, 
representing the large city bank; the medium-sized city bank; the 
country bank in states where failures have been few; and the country 
bank in the so-called “distress areas” where failures have been numerous. 

He has gathered together the facts and figures on the operating and 
balance sheet experience of these groups. From them he has evolved 
tables and charts to show the reader how these various groups actually 
compare. From this information definite conclusions may be drawn. 


BANKERS PUBLISHING COMPANY 
185 Madison Avenue, New York, N. Y. 


Please send me, postpaid, a copy of BANKING CONCENTRATION IN THE 
UNITED STATES. I agree to remit $5.00 within five days or return the book. 





BOOK REVIEWS AND NEW BOOKS 


Recent Announcements of Other Publishers 


InvesTING In Waces. A Plan for Eliminat- 
ing the Lean Years. By Albert L. Deane 
and Henry Kittredge Norton. New York: 
Macmillan. $1.75. 


WHEN the relationship between profits and 
wages paid to labor becomes unbalanced, 
something is bound to happen, and so, when 
profits of industry in the recent boom era 
became too large in comparison with wages, 
the present depression resulted. This is the 
basis upon which is presented in this book 
a plan to improve present conditions and to 
prevent further serious economic depressions. 

The plan is designed to provide an auto- 
matic balance between wages and profits, by 
dividing as equably as possible the available 
work in each industry among the available 
workers and by providing an insurance fund 
(made up preferably by employers) from 
which workers would be paid at half their 
customary wage for hours not employed. The 
practical carrying out of ihe plan would be 
by organization of a National Employment 
Reserve Board and similar state and district 
boards. 

There are a number of statements in the 
‘book which should be especially noted. 

“Let us suppose,” says one, “that all the 
manufacturers of the country could induce 
all the labor of the country to work for them 
throughout the year without paying a single 
dollar in wages. They would have reached 
the ideal of the economic philosophy which 
demands low wages. 

“And what would they achieve? A tre’ 
mendous mass output of suits, hats, shoes, 
furniture, cookstoves and so on down through 
the list of industrial products. And nobody 
able to buy a single article except the manu- 
facturers themselves!” 

Here is another: “Preposterous as it may 
seem, the thing most needed in October, 
1929, to prolong the prosperity of previous 
years, was higher wages!” 


THe ReaL TrutH Asout SHorT SELLING. 
By J. George Frederick. New York: 
Business Bourse. $4. 


“NEITHER I. nor other responsible economists 


desire laws prohibiting short selling. I con- 
tend however that the evidence of so many 
and such persistent efforts to curb short 
selling, by law instead of merely by exchange 
tules, arising precisely at the low peak of 
panics, is a clear demonstration of the need 
for short selling reform.” 

This is the author's point of view and he 
thereupon suggests his ideas for such reform. 
His first recommendation is that “short sales 
on borrowed ‘street’ stock be prohibited 
whenever the Business Conduct mmittee 
of the Exchange decides that liquidation has 


become general and when it is evident that 
public confidence is in a depressed state.” 
Recommendation 2 is that statistics of short 
selling should be published regularly. Recom- 
mendation 3 is that the present Exchange 
rule, that short sales be at a price no lower 
than the last quotation of sale for long ac- 
count, be continued permanently. 

The book is interestingly written and con- 
tains a large amount of information on a 
subject which is of special interest at the 
present time. 


TEXTBOOK OF OFFICE 
William Henry Leffingwell. 
McGraw-Hill. $3. 


With the current necessity in business for 
cutting down costs, greater efficiency is neces-. 
sary in every department. How to attain 
that efficiency in the office is explained in 
this book. The contents is divided into four 
parts, the first dealing with the theory and 
principles underlying office management, the 
second containing an analysis of the problem 
of office management, the third dealing with 
standardization, and the fourth with methods 
of control. The volume should be of value 
to every person responsible for the smooth 
running of an office, no matter how large or 
small. 


MANAGEMENT. By 
New York: 


THE TRAGEDY OF THE PouND. By Paul Ein- 
zig. London: Kegan, Paul, French, Trub- 
ner & Co., Ltd. 


In this brilliantly-written volume Dr. Einzig 
dramatically describes the events and condi- 
tions which forced England, in September 
last, to suspend payment of Bank of England 
notes in gold. 

Events move so rapidly in these times that 
had the author delayed the publication of his 
book, he might have added a chapter on the 
triumph of the pound sterling, for the rapid 
recovery in the value of sterling has of late 
been one of the most striking events in a 
financial world by no means quiescent. 

Here is the author's view as to the broad 
effects of the action in question: 

“The effect of Great Britain's departure 
from gold was to check the decline of the 
British Empire as a factor in international 
politics, and to safeguard the freedom of ac- 
tion of British foreign policy. Great Britain 
is thus once more in a position to assert her- 
self in the interests of international equi- 
librium and peace. This result in itself was 
worth any sacrifice.” 

Viewed purely from the standpoint of 
financial history, England’s departure from 
gold was an event of the first importance. 
Dr. Einzig has told the story of this event 
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SMALL LOAN DEPARTMENT 


By HOWARD HAINES 


Shows How This Department Can Be 
Operated Profitably 


- It is a complete treatise on the organization and operation of 
a small loan department in a commercial bank, developed 
after personal study by the author of the 141 banks operat- 
ing such departments. 


It explains how small loans can be made a source 
of profit for the bank instead of an annoyance 
and loss; 


—tells how character and income form a basis 
for this type of loan; 


—dgives in detail how to install a small loan 
department; how to develop business; how to 
pass on loan applications; how to collect pay- 
ments, etc. 


Send For It Today! 


BANKERS PUBLISHING COMPANY 
185 Madison Avenue, New York, N. Y. 


Please send me, postpaid, a copy of “The Small Loan Department.” 
I agree to remit $2.50 within five days or return the book. 
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with surpassing interest to all who wish to 
be informed respecting world finance. 


As I Sze Ir. By Norman Thomas. New 
York: The Macmillan Company. $2.00. 


THE author sees the situation through dark- 
ened glasses. This country is drifting toward 
disaster, from which, however, it might be 
saved by Socialism could the people be per- 
suaded to embrace it. Mr. Thomas does not 
define Socialism, but its main purpose appears 
to be production for use rather than for profit. 
Such ‘a solution might be easy enough in a 
primitive community where consumers were 
also the sole producers. To apply it to our 
complex conditions is difficult—outside a book. 

Mr. Thomas is very much in earnest, as 
are most social reformers. His chapter on 
“Politics and Plunder” is particularly vigor- 
ous. He rejects the ethical teachings of Jesus 
as failing to offer a sufficient economic pro- 
gram. But since, by his own showing, war 
and greed lie at the basis of our social ills, 
might not a philosophy which sought to dis- 
place them have considerable validity? Its 
practicability is another matter. 

“As I See It” is well worth reading, 
whether you see it in the same way or not. 


HistoRY OF THE LATIN-AMERICAN NATIONS. 
By William Spence Robertson. New York 
and London: D. Appleton & Co. $5.00. 


Our financial and trade relations with the 
Latin-American countries are so extensive that 
a book of this character will be found instruc- 
tive by all who wish to be informed respect- 
ing our southern neighbors. It is a long and 
interesting story, related in a complete and 
interesting manner. This is the second en- 
larged and revised edition of this useful vol- 
ume, bringing the record close up to the 
present. It not only deals with the economic 
condition of the various countries, but treats 
of politics, constitutional history, forms of 
government, ideals and problems of several 
kinds—matters about which this country has 
been too well informed in the past, but a 
deficiency that Professor Robertson's book is 
well calculated to supply. 

The value of the history is enhanced by a 
number of maps. 


EuROPE AND Our Money. By Lothrop Stod- 
dard. New York: The Macmillan Company. 
$2.25. 


IN most picturesque language the author tells 
us how, under the leadership of the interna- 
tional bankers, this country eagerly parted 
with its money to Europe in exchange for 


doubtful securities. He rightly points out 
that our investors lacked the education and 
experience that would better have qualified 
them to choose more wisely in sending their 
dollars abroad. They are now getting their 
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education in the costly schools of experience. 

While the book is of a post-mortem char- 
acter, it will serve a useful purpose in help- 
ing us to avoid in the future the mistakes we 
have made in the past. 

Serious as may be the loss through our 
foreign investments—and the actual loss is 
not to be determined by present market values 
—it is far less than our losses by domestic 
investments. 

The volume contains a lot of profitable 
information respecting foreign investing, and 
is well worth reading. 


THe Pusiic Papers OF Francis G. New: 
LANDS; edited and placed in historical set- 
ting by Arthur B. Darling; 2 vols. Boston 
and New York: Houghton Mifflin Com- 
pany. $10.00. 


As a member of the House or Senate from 
Nevada from 1893 to his death in 1917, 
Senator Newlands sustained an active and 
important relation to all the leading public 
questions that came up for consideration in 
that period. His views on the silver ques’ 
tion, and they are extensive, will be found 
especially interesting at present, because there 
is a renewal of agitation of this question 
which so perturbed the nineties. Senator 
Newlands was an advocate of the free coin- 
age of silver, and a follower of William J. 
Bryan. . 

His views on banking are also interesting. 
He was a believer in adequate capital in pro: 
portion to liabilities to the public, and also 
had decided opinions about banking reserves. 
Not the least interesting of his banking sug’ 
gestions was one dealing with the organiza- 
tion of clearing-houses, with broad powers, 
and of which all banks were to become 
members. 

This record of a busy life devoted to the 
public service is valuable as a contribution 
to the history of an epoch when economic 
questions were to the fore. 


WITHIN You. 
New York: John 


DIsCOVERING THE GENIUS 
By Stanwood Cobb. 
Day. $2.50. 


Tuis volume tells how each person can find 
the qualities of genius within himself and 
how, once having found those qualities, he 
can develop them. 


DicTIONARY OF BUSINESS TERMS. 
Martin Alsager. 
Company. 

INTENDED primarily for the use of students 

in schools of commerce and business admin- 

istration, this book presents definitions of 
commonly used terms, phrases and abbrevia- 
tions in the various fields of accounting, 
banking, business law, and other related busi- 
ness fields. The definitions are brief and to 
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Chicago: Callaghan and 
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the point, and are arranged alphabetically 
for easy reference. The author has not hesi- 


tated to include the somewhat slangy words 
and expressions which are currently used in 
business, such as “take a flier,” “fleece,” etc. 


Brown WoMEN AND White. By Andrew 
A Freeman. New York: John Day. $3. 


AN interesting autobiographical account of 
a year in Siam by a New York newspaper 
man who became editor of the Bangkok 
Daily Mail. 


BOOK ON TRUST FEES 


A “GuIDE to Trust Fees, with Recommended 
Cost Accounting System,” has been published 
by the Trust Division of the American Bank- 
ers Association. It embodies the results of 
three years’ study by the Committee on 
Costs and Charges of the Trust Division, of 
which Henry A. Theis, vice-president Guar- 
anty Trust Company of New York, is chair- 
man. 

The book contains a suggested comprehen- 
sive schedule of charges for as many of the 
trust services as lend themselves to schedules, 
a description of a cost accounting system and 
the results of the application of this system 
to nine trust institutions located in widely 
separated sections of the United States. It is 
the first suggested nation-wide uniform sched- 
ule of trust fees that has been published since 
the division's first schedule was distributed to 
members in 1920. 

The new schedules are based upon the costs 
of doing business, as determined by the ap- 
plication of a cost system to the trust depart- 
ments of a number of trust institutions located 
in different sections of the country. While 
these schedules are not designed to be adopted 
in their entirety in all of the forty-eight states, 
where at present there are about forty-eight 
varieties in rates, both statutery and non- 
statutory, for services as executor, adminis- 
trator, trustee, guardian, committee, etc., they 
are intended as a guide to the adjustment of 
fees consistent with local practices and condi- 
tions. 

As an accurate cost accounting system is 
essential to the determination of whether or 
not a trust department is making adequate 
profits, the tested cost accounting system 
presented by the committee is a particularly 
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valuable feature of the book. 
thirteen tables setting forth the application 
of the cost accounting system to the trust de- 
partments of nine banks and trust companies 
and to the various individual divisions of these 
trust institutions. 

The book may be obtained from the Trust 
Division, American Bankers Association, 22 
East 40th street, New York. The price is one 
dollar. 


NEW BOOKS 


Bustness Law. By Thomas Conyngton, 
Third edition, revised. New York: Ron- 
ald. $6. 


A Basis For StaBiLity. By Samuel Crow- 
ther and others. Boston: Little, Brown, 
$3. Interviews with twenty-one industrial 
leaders for opinions and suggestions as to 
the way out of depression. 


Is CapitatismM Doomep? ~ By Lawrence 
Dennis. New York: Harper. $3. 


HicH AND Low Financiers. By Watson 
Washburn and Edmund S. De Long. 
Indianapolis: Bobbs Merrill. $2.50. Abuses 
of the modern stock selling system by some 
notorious swindlers. 


THE GERMAN CrRISIS. 
Knickerbocker. New York: Farrar & Rine- 
hart. $2.50. An analysis of Germany's 
present political and financial situation by 
a foreign correspondent. 


By Hubert Renfro 


CoMMON STOCKS AND THE NExT BULL 
MarkKeET. By George Alvin Cowee. Bos 
ton: Fort Hill Press. $1.75. 


INTERNATIONAL GOLD MOVEMENTS. 
Einzig. Second revised edition. 
York: Macmillan. $4.50. 


WALL STREET PANICs, 1813-1930. By David 
Walter Perkins. Waterville, N. Y.: The 
Author. $3. 


By Paul 
New 


PROBLEMS IN INVESTMENT THEORY AND 
Practice. Revised edition. By David J. 
Jordon. New York: Prentice Hall. $1.25. 


LATIN AMERICAN PROBLEMS; their relation 
to our investors’ billions. By Thomas F. 
Lee. New York: Brewer. $2.50. 





It also contains 


